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BUDGET SPEECH 


DELIVERED BY 


HON. WALTER L. GORDON 


MINISTER OF FINANCE 


HOUSE OF COMMONS, MONDAY, APRIL 26, 1965 


THE BUDGET 
ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 

Hon. Walter L. Gordon (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the Chair for the 
House to go into Committee of Ways and Means. 

He said: Mr. Speaker: It gives me a great 
deal of satisfaction to be able to report to 
the House, and to the country, on the state 
of our economy and of our national finances. 
There has been a great and encouraging 
improvement in economic conditions, and in 
the state of the budget during the past two 
years. This robust expansion must be con- 
tinued. With the budget under control, we 
must use our fiscal policies to achieve the 
nation’s goals. The primary objective now 
is a healthy rate of sustained economic 
growth. 


[Translation] 

I am glad to note that all regions in 
Canada have shared in this expansion. The 
Atlantic provinces and the province of Que- 
bec, for example, have experienced sub- 
stantially increased economic activity. I be- 
/lieve that it is in this context of a prosperous 
and expanding economy, benefiting all Cana- 
dians, that we shall best succeed not only 
in maintaining but in strengthening the unity 
of our great country. 

[Text] 
Economic Objectives 

When this government first came into office 
we stated a number of economic objectives. 
Our first goal was a high level of employ- 
ment for Canadians and the reduction of un- 
employment. The second was a high and 
sustainable level of economic’ growth. 
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Third, we wanted a better regional balance 
in both employment and growth. We also 
wished to bring into closer balance our trade 
and other current international transactions. 
To realize these objectives, we recognized 
that our industry, especially our manufactur- 
ing industry, would have to become more 
vigorous and competitive. We expected that 
as unemployment was reduced and these 
other objectives achieved, we would also be 
able to move toward a balanced budget. More- 
over, we sought over the long term to improve 
the degree of participation by Canadians in 
the ownership and direction of businesses 
operating within our borders and using our 
resources, 

We may all take pride in the extent to 
which these goals have been achieved. 

Almost half a million new jobs have been 
created since the spring of 1963. 

Unemployment had fallen by last month 
to 3.9 per cent, on a seasonally adjusted 
basis, which is just about half the 7.7 per 
cent reached in the first quarter of 1961. 

This improvement in employment was not 
confined to one or two favoured parts of 
Canada. During the past two years some of 
the most rapid increases in employment took 
place in those sections of the country where 
unemployment had been particularly high. 
The decline in the unemployment rate in the 
Atlantic provinces and British Columbia was 
of the order of one third between the last 
quarter of 1962 and the last quarter of 1964; 
in Quebec there was a reduction of one- 
quarter. In Ontario and in the prairie prov- 
inces unemployment by the last quarter of 
1964 was down to about 3 per cent. 

We have also had a rapid increase in the 
Gross National Product. In the two years 
1963 and 1964, the value of the nation’s out- 
put increased by 6.5 per cent and 8.9 per 


cent, or by a total for the two-year period 
of about 16 per cent. Incomes have improved 
materially. The value of construction of all 
kinds increased by more than 20 per cent 
from 1962 to 1964, and housing starts went 
up from 130,000 to 166,000—that is, by more 
than one-quarter. 

© (8:10 p.m.) 

In our dealings with other countries we 
have achieved a considerable improvement 
in our balance of trade and payments. Our 
deficit on current account in 1964 was. less 
than one-third what it was at its peak in 
1959. 


Mr. Diefenbaker: 
statistics. 

Mr. Byrne: Sour grapes. 

Mr. Gordon: This improvement was achieved 
not by restricting imports and travel by Cana- 
dians, but by a vigorous expansion of our ex- 
ports. Our secondary manufacturing industry 
has accounted for an important part of this 
change. 

The improvement in our international bal- 
ance of payments, and indeed in our rate of 
economic growth in general, could not have 
come about if we had not been able to keep 
our prices and costs competitive. Canadian 
prices have risen less in the last two years 
than have those of any other industrial coun- 
try in the world except the United States. 

Along with these improvements in the per- 
formance of the economy we have been able 
to bring about a dramatic improvement in 
the federal budget. The 1962-63 fiscal year 
produced a budgetary deficit of $692 million. 
This has been reduced to $83 million for the 
fiscal year just ended. 

If the accounts are translated into a form 
more suitable for measuring their impact on 
the economy, that is, into terms of the na- 
tional economic accounts, the change in two 
years is from a deficit of $399 million in 
1962-63 to a surplus of $332 million in the 
last fiscal year—an improvement of over $700 
million. 

These achievements have taken place 
against the background of the longest period 
of peacetime economic expansion we have 
enjoyed in the present century. However, the 
pace of our expansion has not proceeded with- 
out faltering. There was a noticeable pause 
in the advance at the end of 1962. 


New Policies 


All kinds of selective 


_,In.no small measure the strength of the 

expansion, certainly since 1962, is due to the 

introduction of new policies. The results 
[Mzx. Gordon.] 


achieved enable us to describe them as effec- 
tive policies. They include: 

(a) Strong incentives in the form of capital 
cost allowances to Canadian-owned manufac- 
turing and processing companies installing 
new machinery and equipment. 

(b). Similar inducements, together with a 
three-year tax exemption, for new manufac- 
turing and processing companies to establish 
in designated areas of slow growth and high 
unemployment. 

(c) Special arrangements to improve the 
efficiency of our automobile industry and to 
secure a fairer share of the total automotive 
production of North America. 


Mr. Starr: Sixteen hundred laid off in 
Windsor. 
Mr. Gordon: There seems to be a little 


noise, Mr. Speaker, but this will prove to be 
one of the most important policies ever in- 
troduced in Canada. 

(d) Establishment of the Municipal De- 
velopment and Loan Fund, to assist munici- 
palities, with provincial approval, to accel- 
erate their capital spending programs. 

(e) Establishment of the Atlantic Develop- 
ment Fund of $100 million to stimulate eco- 
nomic activity in the Atlantic provinces. 

(f) The highly effective $500 bonus for 
winter-built houses, and other increased help 
for housing and urban development. 

(g) The provision of massive assistance to 
the ‘provinces in the fields of technical and 
vocational training. 

(h) The provision of guaranteed loans to 
students to assist them with their university 
education costs, and the provision of youth 
allowances to young people 16 and 17 years 
of age who remain in full-time education. 

G) A vigorous expansion in the loan pro- 
grams of the Farm Credit Corporation. 

(j) Increased amounts and improved terms 
for credits and insurance to finance a rapid 
increase in exports. 

(k) Improved fiscal arrangements with the 
provinces to enable them to do their impor- 
tant part in a growing modern economy. 

() And last, but certainly not least, there 
has been a monetary policy which enabled 
the. demands of economic growth to be met 
without a tightening of credit conditions. 

Partly as a result of such policies, the 
Canadian economy in the past two years has 
expanded faster, and unemployment has been 
reduced further than in the United States. 

It might interest hon. Members to know 
that in the United States last year, 1964, the 
total output of the economy of that country 


increased by 6.6 per cent. In Canada the in- 
crease was one third as much again. 

In 1964 unemployment in the United States 
was reduced by 7 per cent. The rate of reduc- 
tion in Canada was almost twice that figure. 


Current Situation and Outlook 


The economy is currently in a very healthy 
state. Unemployment is at its lowest level 
since 1957. Our output of goods and services is 
at record heights and is still rising. Prices are 
reasonably stable. Our international competi- 
tive position remains strong. The capacity of 
our industry is being used more fully. Busi- 
ness confidence is reflected in the highest 
level of capital investment we have ever had. 
All areas of the country, almost all types 
of industry and agriculture, and most groups 
in the community are sharing in this advance. 


Mr. Winkler: Is that why the farmers are 
coming to Ottawa on Wednesday? 


Mr. Pearson: To get even more. 


Mr. Gordon: I thought all the farmers were 
over there, Mr. Speaker, but they won’t be 
like that after the next election. 

We may view our prospects for the coming 
year with confidence. Canadians in the ag- 
gregate, both individuals and businesses, and 
their governments will invest and consume 
substantially increased quantities of goods 
and services in 1965. 
® (8:20 p.m.) 

The economies of the nations with whom 
we trade, subject to one or two exceptions, 
are continuing to expand, and the markets 
for our exports should continue to grow. We 
have sufficient productive capacity in Canada 
to meet our own needs and those of our 
trading partners. New investments now being 
made will increase our capacity to produce. 
And last—but of great importance—we have 
the most rapidly growing labour force in 
the industrialized world and it is better 
trained than ever before. 


Mr. Diefenbaker: Thanks to Mr. Starr. 
Some hon. Members: Oh, oh. 


An hon. Member: Even he couldn’t keep 
a straight face. 


Mr. Gordon: It is this growth in our labour 
force which provides the foundation for rapid 
economic growth in Canada. It also makes it 
necessary. This necessity for growth in order 
to put our young and rapidly growing labour 
force to work was the central feature of the 
First Annual Review of the Economic Coun- 
cil, published several months ago. 


Economic Council Review 
es tee EE EEN | 


Honourable members will recall the main 
projections which the Council brought to the 
nation’s attention: that between 1963 and 1970 
Canada’s labour force can be expected to grow 
by 2.7 per cent per year on the average; that 
the potential productivity of our workers— 
that is, output per person employed—can be 
expected to increase by 1.9 per cent per year; 
that, if the level of unemployment can be re- 
duced to an annual national average of 3 per 
cent—which the Council regards as a realis- 
tic objective—and if we can catch up the lag 
in our productivity gains between 1957 and 
1963—-we can reach an average rate of 
growth in our production over this period 
of 54 per cent. The Council points out how 
the achievement of this rate of growth would 
require and make possible rapidly expand- 
ing levels of consumer expenditures, govern- 
ment expenditures, business investment and 
exports. 


The realization of the true potentials of the 
Canadian economy is a goal which all of us 
can accept. The problem has been, and will 
always be, to develop and put into effect 
the kind of policies needed so that each major 
part of the economy can make its full con- 
tribution. The Council has given us helpful 
advice in this regard. 

There are, as the Council has pointed out, 
some especially difficult problems before us. 
Canada must train and place in the right jobs 
an enormous number of young people if we 
are to achieve the potentials the Council 
anticipates. Industry must grow at a pace 
which will provide these jobs and must 
increase its productivity. The capital must 
be found which industry, and governments, 
will require to finance this expansion. And 
above all, Canadians must find, and be effi- 
cient in competing for, the domestic and 
foreign markets for the goods which an 
expanded economy will be capable of pro- 
ducing. 

To achieve all of this will be difficult 
enough, but our very success in doing so will 
itself pose problems. A higher rate of pro- 
ductivity is essential to the achievement of 
the nation’s economic potential, and its ability 
to compete, but it means we have to find more 
markets to employ our manpower. Rapidly 
rising production generates more employment, 
but it could also lead to the large deficits in 
international payments which the Economic 
Council has projected in its model. These 
must be avoided. 


Balances of Payments 


We hear a great deal these days about the 
balance of payments problems of our friends 
the British and the Americans. The British 
problem springs in considerable part from the 
strain which has been placed on their pro- 
ductive capacity and which their recent 
budget is designed to relieve. The essence of 
the Americans’ problem is that the very large 
surplus they earn in trade and other current 
transactions is substantially less than what is 
needed for the large scale private investment 
by Americans all over the world, in addition 
to the requirements of defence overseas and 
foreign aid. 


Our problem is unlike either of these. 
Although we still have some room in our 
economy for increased production without 
undue strain, we continue to have a deficit in 
our current transactions with the rest of the 
world. To be sure, last year we achieved a 
trade surplus of $700 million. But we used up 
this surplus and more in servicing past debts, 
in paying dividends to foreigners, and in mak- 
ing other kinds of current payments. Our cur- 
rent operating deficit was, I am glad to say, 
lower than it had been for ten years. But it is 
still sizeable. Furthermore, last year we ex- 
ported large quantities of wheat to Russia, and 
We cannot count on having such large markets 
for our wheat on a continuing basis. 

Our persistent international payments prob- 
lem is apparent not only in the total size of 
our current account deficit, but also in its 
structure. Last year our current account 
deficit with the United States reached nearly 
$1.7 billion. This was largely offset by a 
surplus of $1.2 billion on merchandise and 
non-merchandise trade with the rest of the 
world, including the large wheat sales to 
communist countries. These transactions still 
left us with a current account deficit of $453 
million which we had to finance. 

In order to provide jobs to match the quite 
exceptional growth of our labour force we 
will need high levels of capital investment 
in the next few years, higher than the present 
physical capacity of the economy can be ex- 
pected to meet. I do not anticipate difficulties 
in financing outside Canada the moderate 
amounts really required for this purpose, but 
this dependence on foreign savings should 
not be permitted to persist indefinitely. The 
world is hungry for capital for investment 
both in developing and in industrialized 
countries. The major source of capital, the 
United States, is having to restrict its invest- 
ments abroad. We would be foolhardy if we 
assumed that over the long term the capital 

(Mr. Gordon.] 


needed to cover our continuing current 
account deficits, whatever their size, would 
always be ours for the asking. 


Financial Markets 


The performance of our financial markets 
during 1964 was remarkably good. Through 
the first half of the year, they weathered 
successfully the continuing uncertainties aris- 
ing out of the United States’ Interest Equal- 
ization Tax. Later they adjusted readily to the 
disturbances arising out of the United King- 
dom balance of payments problems. In spite 
of these difficulties the Canadian capital 
markets handled a greater volume of new 
issues than in the previous year. 

The substantial improvement in the federal 
government’s financial position enabled us to 
reduce our demands on the market, thereby 
making room for other borrowers. The im- 
provement in the government’s position also 
made it easier for monetary policy to continue 
to give support to economic expansion. In- 
terest rates were slightly lower at the end of 
the year than they had been at the beginning. 

The House will recall that, at the time the 
United States’ Interest Equalization Tax and 
the Canadian exemption were announced in 
July, 1963, the Canadian government stated 
its intention not to seek to increase Canadian 
exchange reserves through borrowing in the 
United States. During 1964 Canadian mone- 
tary and debt-management operations were 
undertaken with a view to their effect on 
Canadian borrowers who might seek funds in 
the United States, as well as with a view to 
domestic conditions. The interest rate dif- 
ferentials between Canada and the United 
States fell, during the course of 1964, to the 
lowest level for some time. 

The financial disturbances at the time of 
the sterling crisis and the raising of the bank 
rate in Canada were not allowed to interfere 
with this development. In fact, the careful 
handling of that situation by the Bank of 
Canada considerably assisted in meeting this 
objective and keeping our capital market 
working effectively. 

The past year was marked by a further 
evolution of the international financial ma- 
chinery. Just as Canada benefited from the 
rapid assembly of massive financial assistance 
at the time of her exchange crisis in 1962, so 
Britain was the recipient of even more mas- 
sive aid in the autumn of 1964. Canada was 
an active and major participant in this 
operation. 


® (8:30 p.m.) 
International Liquidity 


During the year representatives of the gov- 
ernment took part in a series of international 
discussions on world liquidity. The question 
at issue has been whether the total of inter- 
national reserves, such as our own reserves 
of gold and foreign exchange, when com- 
bined with official international credit ar- 
rangements such as those provided by the 
International Monetary Fund or by arrange- 
ments between central banks, is sufficient to 
support the growing level of international 
trade and payments both now and in the 
years ahead. 


As Minister of Finance I attended meetings 
of the so-called “Group of Ten” in Paris last 
June and of the Board of Governors of the 
International Monetary Fund in Tokyo last 
September. The most immediate result of 
these discussions is that the Fund itself is to 
be enlarged by a 25 per cent increase in the 
quotas of all members, plus special additional 
increases for member countries such as Can- 
ada whose growth has been well above the 
average. I have made it quite clear that 
Canada would have welcomed a greater in- 
increase than this in world liquidity in order 
to ensure expansion of world trade and pay- 
ments without any drag or interruption. 


Trade Policies 


In the Budget Speech last year I described 
our preparations for the “Kennedy Round” 
of tariff negotiations in Geneva, and outlined 
the principles that would govern Canada’s 
participation. The formal opening of the ne- 
gotiations occurred last November when the 
offers of reductions in duties on industrial 
goods and materials were exchanged. Our 
delegation is now engaged in a detailed ex- 
amination, with other delegations, of the 
scone for tariff reductions of mutual benefit. 


The negotiations on agricultural products 
are only now getting under way. This means 
that for Canada, with its important export 
interests in agriculture, the Kennedy Round 
is not yet in full swing. 


Consequently it would be premature to offer 
any firm or final judgment as to the probable 
outcome of this tariff conference. Neverthe- 
less I believe there are real possibilities for 
important tariff reductions covering a broad 
range of our exports. We have a strong dele- 
‘gation in Geneva, headed by Mr. Norman 
Robertson, one of the most respected senior 
public servants of Canada. I can assure the 
House that our representatives will bargain 
vigorously and realistically to advance the 
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interests of Canada at this conference. It is 
in our interests that barriers to trade through- 
out the world be progressively reduced. 


There has been a good deal of interest 
recently in our trading relations with the 
United Kingdom. The United Kingdom has 
always been a very important market for 
Canadian raw materials and foodstuffs which 
Britain requires in great volume. For a wide 
range of such products Canada is Britain’s 
nearest, and most reliable and cheapest source. 
As a result, our sales to Britain over the 
years have normally exceeded her sales to 
Canada. 


In the last three years this excess has been 
increased because United Kingdom export 
markets in Canada were adversely affected, 
first by the devaluation of the Canadian dol- 
lar in 1962, and then by the Canadian im- 
port surcharges that were in effect for some 
nine months. 


Understandably the British are concerned 
about the large deficit in their trade with 
Canada. We can appreciate this because we 
face the same sort of problem, but in a more 
exaggerated form, in our current account 
transactions with the United States. It would 
be better in both cases if increased exports 
enabled these large bilateral deficits to be 
reduced. 


I am glad to note that for a good many 
products the United Kingdom has now signifi- 
cantly improved its position in this market. 
For 1964 as a whole its merchandise exports 
to Canada were $60 million more than in 
1963. This improvement is reflected in a 
variety of British exports to Canada, of which 
automobiles are one of the most notable ex- 
amples. Our imports of cars from Britain in 
1964 increased by 100 per cent over 1963. 
Here is a real example of energetic British 
exporters adapting their products and their 
dealer and service organizations to meet the 
needs of Canadian consumers. We expect 
now to see further substantial improvement in 
the sale of British products in the Canadian 
market. 


Federal-Provincial Relations 


The achievement of Canada’s economic 
goals—of our potential growth—will require 
the use of the whole range of policies avail- 
able to us and to provincial governments and 
local authorities. These include not only gen- 
eral policies, fiscal and monetary, trade and 
industrial, but also particular policies. These 
particular policies are reflected in measures 
relating to the development and use of our 
natural resources, the education and training 


of our young people, the planning and proper 
use of our land, the development and the re- 
development of our cities and towns, and the 
proper planning and building of the roads and 
other utilities on which both our production 
and our living are dependent. That is neces- 
sary if business, labour, agriculture and other 
private interests are to play their full part 
in carrying forward the progress of our econ- 
omy, and improving our productivity. 

All this implies that the federal govern- 
ment must work with the provincial govern- 
ments and that the latter, in turn, must work 
not only with us, but with the municipalities. 
The federal government’s responsibility in 
the field of fiscal policy, monetary policy and 
trade policy is primary and indisputable. 
And that is as it should be. To work to best 
advantage, however, such policies should 
be co-ordinated with plans and policies in 
areas which come under provincial jurisdic- 
tion. 

Moreover, we must recognize that the 
sum total of the effects of the fiscal policies 
of the provinces is also of national impor- 
tance. The provinces and the municipalities 
together are now spending more than is the 
federal government. It follows that changes 
in provincial revenues and expenditures, and 
in their budgetary balance, have a major 
effect upon growth and stability in the Cana- 
dian economy. It follows too that the timing 
of their expenditure measures can be such as 
to contribute to a steady growth of production 
and jobs, or the reverse. 

e (8:40 p.m.) 

An essential part of the job of good eco- 
nomic management in Canada is to achieve 
a reasonable harmony in the policies of the 
different governments. That is why we spend 
much of our time, both Ministers and officials, 
in consultation with the provinces. For ex- 
ample, the Provincial Treasurers and Min- 
isters of Finance met with me in what might 
be called a pre-budget meeting in December, 
in order that we might jointly review the 
state of the economy and compare our views 
as to its prospects. 


During the next 18 months, the federal 
government and the provinces must also 
review and revise the federal-provincial fis- 
cal arrangements between them in order that 
we can propose legislation for the five-year 
period commencing in 1967. It was for that 
purpose that the federal-provincial confer- 
ence last year appointed the Tax Structure 
Committee of Ministers from Ottawa and 
from the provincial governments. The repre- 

[Mr. Gordon.] 


sentatives of the eleven governments will 
examine the fiscal outlook of federal and 
provincial governments in an effort to deter- 
mine the probable requirements of each of 
them in the six years ahead. We shall en- 
deavour to find a division of the tax fields 
and a formula for equalizing fiscal capacity 
which will assure to Parliament and to each 
provincial legislature effective means of car- 
rying out its own responsibilities under the 
Constitution. 


Royal Commission on Taxation 


During the same time that we are discuss- 
ing and revising our fiscal arrangements 
with the provinces, we shall be making a 
thorough review of our own federal tax 
system—both in its general plan and in de- 
tail—with the aid of the report of the Royal 
Commission on Taxation appointed in Sep- 
tember, 1962. Last year I said I expected 
the report would be published in time to 
find some reflection in this year’s budget. 
Unfortunately the Commission was not able 
to conclude its work when it planned to do 
so, and now I do not expect the report to 
be available before fall. Consequently we 
are having to defer the thorough review of 
our tax laws until later. 


University Finance 


This government, as well as its two prede- 
cessors, has taken a vital interest in doing 
what it properly could to help young Cana- 
dians to be trained to work effectively in the 
modern world. Our program of assistance to 
the provinces for technical and vocational 
training now involves annual expenditures 
of over one hundred million dollars. Parlia- 
ment last year provided for youth allowances 
to young people of 16 and 17, and also insti- 
tuted with the co-operation of the provinces 
a large and already successful program of 
guaranteed student loans. The Central Mort- 
gage and Housing Corporation has been mak- 
ing loans to universities for student resi- 
dences that are helping to transform the 
character as well as increase the size of our 
universities. We are paying unconditional 
grants equivalent to $2 per capita to the 
universities in nine provinces and providing 
the equivalent in Quebec by a tax abate- 
ment formula. We are making large grants 
to universities for scientific research. It is 
evident, however, that more needs to be done 
in financing higher education in Canada, 
though just what should be done and in 
what way are unresolved questions. 


The universities have established their 
own committee of enquiry into university 
finance which should be reporting later this 
year. Its report should be of much help in 
re-appraising not only what is needed but 
how it should be supplied. We shall be 
anxious to discuss the subject of university 
finance with the provincial governments 
when there has been an opportunity to study 
the forthcoming report of Dean Bladen and 
his colleagues. 


Accounts for 1964-65 


I come now to review briefly the outcome 
of our budgeting for the past year and assess 
the prospects for the year ahead, before 
putting the government’s proposals before 
you. The figures are all given in part 2 of the 
White Paper which I tabled two weeks ago 
and I will refer only to the highlights. Rev- 
enues exceeded all expectations because of 
the excellent improvement in the economic 
situation, a greater improvement than I could 
properly forecast a year ago. At $7,136 mil- 
lion they were $436 million more than the 
figure in last year’s budget. Expenditures are 
estimated at $7,219 million, $64 million, or 
less than one per cent, higher than originally 
forecast. This leaves a budgetary deficit of 
$83 million, less than one-fifth the amount 
originally forecast. 

Last year, for the first time, I included 
with the budget a forecast of our revenues 
and expenditures in terms of the national 
economic accounts. Part 1 of the White Paper 
explains the nature of these accounts and 
gives some of the figures for past years, and 
for the calendar year 1964. For the past fiscal 
year our revenues are estimated in these 
terms at $8,313 million and our expenditures 
at $7,981 million. This means that in place 
of the small deficit originally anticipated, in 
these terms, the national economic accounts 
reflect a federal government surplus of $332 
million. 

These results—a deficit of $83 million by 
our parliamentary public accounts, and a sur- 
plus of $332 million by the national economic 
accounts—are the best in seven years. In 
practical terms it seems fair to say that after 
a long period of troublesome deficits the 
nation’s finances are now under firm control. 

In this new fiscal year we can anticipate 
further increases in our revenues based upon 
the growth to be expected in the economy 
itself. We can be confident that the recent 
rates of economic growth will continue well 
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into the summer, although the outlook for 
the latter part of the year is less certain. We 
can reasonably forecast an increase of about 
7 per cent in the Gross National Product in 
1965 compared with 1964, of which increase 
nearly 5 per cent would be in volume. This 
will mean that for the first time the Gross 
National Product of Canada this year will 
exceed $50 billion. 

Outlook for Revenue and Expenditure 


Without any changes in our tax laws I 
would expect our revenues to be about $7,525 
million. With the consent of the House I 
would propose to include a table in Hansard 
at this point giving the details of this fore- 
cast, and comparing them with the estimated 
figures for last year. 


Mr. Speaker: Does the House give unani- 
mous consent? 
Some hon. Members: Agreed. 


[Editor’s note: The table above referred to 
is as follows:] 


Budgetary and Old Age Security 
Fund Revenues 


1965-66 

Forecast 

Before 

1964-65 Tax 

Preliminary Changes 
($ million) ($ million) 

Personal income tax 2,108 PDS) 
Corporation income 

tax 1,510 1,570 
Non-resident with- 

holding tax 144 148 

Estate tax 90 97 

Customs duties 617 670 

Sales tax iL ss 1,300 

Other duties and taxes 676 W25 

Total taxes 6,338 6,685 

Non-tax revenues 798 840 

Budgetary revenues 7,136 7,525 
Old age security fund 

revenues 952 1,145 

Total revenues 8,088 8,670 


Mr. Gordon: I should point out that the 
details of these forecasts are inevitably com- 
plicated and involve many special factors 
affecting particular items, especially in the 
case of corporation income tax. The forecast 


for personal income tax takes into account 
the higher abatements in favour of the prov- 
inces, and also some movement toward promp- 
ter remittance of tax deducted at the source. 


I am forecasting budgetary expenditures 
for this year at $7,650 million. This figure, 
like that for revenues, is based on the ex- 
pectation that Quebec will take full advan- 
tage of the opportunity to contract out of 
established shared-cost programs. recently 
authorized by Parliament, but that other 
provinces will not avail themselves of this 
opportunity this year. My forecast includes 
allowances for supplementary estimates and 
for the anticipated shortfall of total expendi- 
tures below appropriations requested. It in- 
cludes all items I know of that are already 
authorized or that we plan to place before the 


House. On the basis of these forecasts of 
revenue and expenditure before budget 
changes, we would have a deficit in our 


budgetary accounts of $125 million. 

I expect the Old Age Security Fund this 
year to have revenues of $1,145 million from 
which pensions of $905 million will be paid. 
The remainder will be used to repay the out- 
standing loans to the Fund of $36 million 
and to be applied in future years to meet the 
cost of paying pensions at ages below 70. 

Taking into account our non-budgetary 
loans, investments, receipts and credits—par- 
ticularly the accumulations in our employee 
superannuation accounts—we estimate our net 
total non-budgetary cash requirements at $225 
million. Adding this to the anticipated budg- 
etary deficit we get a total cash requirement 
of $350 million for the year, apart from gov- 
ernment security transactions or variations 
in our exchange reserves, and before allow- 
ance for the proposals I will now be making. 

As I did last year, I would like to table 
and have included as an appendix to the 
budget, tables showing how these forecasts 
of revenue and expenditure appear when ex- 
pressed in terms of our national economic 
accounts. They show an expected surplus in 
these terms of $343 million, compared with the 
surplus for the year just completed of $332 
million. 


Mr. Speaker: If I may just interrupt, is it 
agreed that these tables be printed in 
Hansard? 


Some hon. Members: Agreed. 


[Editor’s note: For tables aboved referred 
to see Appendix “A’’]. 
@ (8:50 p.m.) 

{Mr. Gordon.] 


10 


PROPOSALS 


Mr. Gordon: I turn now, Mr. Speaker, to 
the proposals which I wish to lay before the 
House. 


Canada Development Corporation 


The first is a financial measure which 
does not involve tax changes. One of our 
important objectives is to encourage the de- 
velopment of industrial opportunities in Can- 
ada by Canadians. There has been over the 
years increasing evidence of the need for 
additional Canadian sources of financing for 
businesses in Canada, particularly where sub- 
stantial sums of equity funds are required. 
The recent actions taken by the United States 
and by the United Kingdom to protect their 
balance of payments have emphasized the 
need for industrially developed countries to 
be able to stand on their own feet more than 
in the past. In the future, new business de- 
velopments in Canada should be looking to 
domestic sources for more of their financial 
requirements. 


Canadian provinces will find their financing 
problems much easier with the inauguration 
of the Canada Pension Plan and the Quebec 
Plan next year. Municipalities have already 
benefited greatly by the establishment of the 
Municipal Development and Loan Fund, and 
I expect they will derive at least indirect 
benefits from the accrual of funds under the 
the Canada Pension Plan. Canada now needs 
some new institutional channel through which 
Canadians can invest their savings in a form 
that carries with it a share in the ownership 
and direction of businesses operating in this 
country. 

To assist in meeting this requirement, 
Parliament will be asked to approve a meas- 
ure establishing a Canada Development Cor- 
poration. It would be the function of this 
Corporation to share in financing the initial 
development, or expansion of large scale in- 
dustrial projects in Canada, and to provide 
financing, including refinancing, for large 
Canadian enterprises which might otherwise 
be led to seek funds outside Canada, with a 
consequent loss of ownership and control to 
non-residents. The Corporation would be ex- 
pected to invest in projects and enterprises 
which are likely to contribute to the sound 
economic development of Canada and to be 
profitable in the long run. 

The Canada Development Corporation 
would be authorized to purchase from the 
government the equity interest in Crown 


corporations that have become viable com- 
mercial operations. In particular the govern- 
ment would propose to sell to it Polymer 
Corporation, which has been a highly success- 
ful and profitable government enterprise of 
which Canadians can well be proud. 


The sale of one or more Crown corpora- 
tions in this way to the Canada Development 
Corporation would conform with the views 
expressed by the Glassco Commission. 


The Canada Development Corporation 
would have an authorized share capital of 
about one billion dollars. The shares would 
be of the mutual fund type, the shareholder 
having the right of redemption at values to 
be established by the Corporation based on 
the value of its investments. There would be 
restrictions on the ownership and voting 
rights of the share of the Corporation to en- 
sure that it is essentially Canadian owned. 


The Corporation would be mainly financed 
by the sale of its shares to the public. In- 
dividual investors would be given priority in 
purchasing shares but support would also be 
sought from a wide variety of Canadian in- 
stitutions, including insurance companies, 
banks, trust companies, pension funds, estates 
and trusts, credit unions, charitable founda- 
tions and, I may add, provincial governments 
and their agencies. 


Mr. 
ment 
years 


Mr. Gordon: I hear an interruption from 
my friend across the way. It is too bad he 
was not in a position to do anything about it. 


No investor other than the federal govern- 
ment would be permitted to own more than 
3 per cent of the outstanding shares. 


‘’he government would subscribe on its own 
account for 10 per cent of the issued share 
capital. In addition, the government might 
acquire additional shares from time to time, 
either as partial compensation for the sale of 
Polymer Corporation or in connection with 
underwriting the sale of shares to the public. 
In order to ensure the independence of the 
Corporation, any shares taken up by the gov- 
ernment in excess of 10 per cent of the issued 
capital could be redeemed by the Corporation 
whenever the Board of Directors wished to 
“replace them with shares sold to the public. 


The government would also have authority 
to purchase debentures of the Corporation or 
to make loans to it up to a maximum of $100 
million. 


Herridge: We proposed the establish- 
of a Canadian development fund 15 
ago. 
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The Corporation would be directed by a 
Board of Directors to be appointed initially 
by the Government, with provision for elec- 
tion of the directors by its shareholders when 
the Corporation’s shares have been sold to the 
public. In this way the Corporation would 
stand on its own feet, free of government 
control. In view of its proposed investment in 
the Corporation, the government would retain 
the right to appoint a small proportion of the 
Directors. 

We are convinced that thousands of Cana- 
dians will welcome an opportunity to share 
in the future growth and development of our 
country; that they will take pride in owning 
even a small interest in expanding Canadian 
industries. Participation in the Canada De- 
velopment Corporation will provide this 
opportunity. 

I am placing a Resolution on the notice 
paper immediately to pave the way for the 
introduction of a bill to establish this 
Corporation. 


Publications 


I turn now to a measure of a very different 
character. The government has given con- 
siderable thought to the best method of deal- 
ing with the magazine problem, and to the 
equally important matter of preserving Cana- 
dian ownership and control of Canadian news- 
papers. At the present time there is no law 
or other impediment standing in the way of 
the purchase by non-residents of any of our 
newspapers. Given the vital role newspapers 
play in influencing public opinion, we do not 
believe we should run the risk of them falling 
under foreign control. 

@ (9:00 p.m.) 

In the Resolutions which I am presenting 
this evening we propose that the Income Tax 
Act be amended to disallow, as a business 
expense of a Canadian advertiser, the cost of 
advertising primarily directed to a Canadian 
market in a non-Canadian periodical or non- 
Canadian newspaper. This measure would 
become effective next January. Advertising 
in the so-called “Canadian editions” of non- 
Canadian periodicals now being published 
and printed in Canada will not be affected by 
this provision, nor will advertising in the two 
small foreign-owned weekly newspapers 
already being published in this country. The 
question of the subsidized postal rates now 
enjoyed by the Canadian editions of non- 
Canadian periodicals will be studied as part 
of a general review being made of postal 
rates. 


The purpose of this measure as it affects 
newspapers is purely preventive. No exist- 
ing commercial interests will be affected, nor 
will any changes in existing advertising pat- 
terns be required. Foreign newspapers can 
enter Canada freely and will continue to do 
so, but we intend that our Canadian news- 
papers shall remain under the control of 
Canadian owners. They will be as free as 
ever to determine their own editorial con- 
tent; they will be free to use whatever 
foreign commentaries and other features they 
wish; they will be free to rely upon what- 
ever foreign or international news services 
they favour. 

I shall also be proposing tonight a Resolu- 
tion to amend the Customs Tariff to prohibit 
the entry into Canada of non-Canadian 
periodicals, such as split runs, containing 
advertising primarily directed to the Cana- 
dian market, as well as periodicals in which 
more than 5 per cent of the advertising con- 
tains specific references to sources of avail- 
ability in Canada or conditions of sale in 
Canada. This is essentially the same as the 
Resolution which stood on the order paper 
last session. 


Accelerated Capital Cost Allowance 


I wish to turn now to measures designed 
to encourage industrial development and in- 
creased productivity. 

The first is one which does not require 
action by Parliament but which, I hope, will 
meet with general approval. It will be re- 
called that in 1963 the government introduced 
a highly accelerated rate of capital cost 
allowance on new manufacturing machinery 
and equipment, acquired by companies with 
a degree of Canadian ownership and by 
individuals carrying on business. This incen- 
tive measure is scheduled to terminate on 
June 13th of this year. It has permitted the 
cost of machinery and equipment to be de- 
ducted from income for tax purposes over 
as little as two years, and has greatly helped 
in bringing about the expansion and modern- 
ization of Canadian manufacturing and proc- 
essing industries. It has been responsible in 
large measure for the great increase in 
private capital expenditure and thus for 
stimulating total employment and produc- 
tion. We have decided that this measure 
should be extended to cover machinery and 
equipment acquired up until the end of 
December, 1966. Before that date it will be 
thoroughly reviewed in the light of the 
analysis and conclusions of the Royal Com- 
mission on Taxation. 

[Mr. Gordon.] 
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The effect upon our revenues in this fiscal 
year of this extension of the accelerated rate 
of capital cost allowance is estimated to be 
$15 million. The effect next year will be 
much greater. 


I am also proposing some changes in cap- 
ital cost allowances to help farmers who are 
facing difficulty in marketing corn and other 
grain crops in areas where there is a short- 
age of grain storage facilities. I am thinking 
of many areas, including the area comprised 
by the constituency of Essex East, a great 
corn belt. Under this plan, which will be 
incorporated in a regulation, the cost of all 
new grain storage facilities constructed in 
the period May 1, 1965, to December 31, 
1966, may be written off for tax purposes 
over a four-year period. This will apply to 
farmers and taxable co-operatives as well as 
to others. The new arrangement will be help- 
ful both in the east, where corn production 
is expanding rapidly because of changes in 
harvesting techniques, and in the west where 
rationalization of transportation and grain 
handling facilities should go hand in hand. 


An important tax concession will also be 
provided to encourage industry to take new 
steps to prevent the waste products from 
their operations polluting our streams and 
lakes. This will take the form of an amend- 
ment to the Income Tax Regulations to per- 
mit capital expenditures made until the end of 
1966 by businesses primarily for the purpose 
of preventing water pollution to be deducted 
at the rate of 50 per cent. This provision will 
also be reviewed following the report of the 
Royal Commission on Taxation and after we 
have the results of studies being made of the 
problems of pollution and the means of deal- 
ing with them. 


Scientific Research and Development 


The Income Tax Act includes a provision 
introduced in 1962 which permits those mak- 
ing expenditures on scientific research to de- 
duct not only the amount of these expendi- 
tures from income in the year in which they 
are incurred, but also an additional 50 per 
cent of the increase in research expenditures 
over those in the 1961 base year. This results 
in a reduction in taxes, which is equivalent 
to making a grant in support of such research. 


I have received many representations and 
suggestions in regard to this extra 50 per cent 
deduction, as well as enquiries as to its future 
beyond the 1966 taxation year when the pres- 
ent provision expires. The government be- 
lieves it is highly important to continue to 
offer a general inducement to industry to 


expand its effort in scientific research and 
development. We consider, however, that this 
inducement could be made fairer and more 
effective if it were in a form that was of 
more value to new and small companies, sub- 
ject to the lower rate of tax, and of those 
faced with losses. The assistance now pro- 
posed would take the form of grants of defined 
amounts to be taken in cash or applied as 
credits against the tax liability of the busi- 
nesses concerned. Such benefits would then 
be accounted for to Parliament in the same 
way as other expenditures. 


For this purpose we propose to bring for- 
ward a bill that will provide in 1967 and later 
years a grant or a credit against tax liabilities 
equal to 25 per cent of the defined amount 
of expenditures on scientific research or 
development carried out by a business, either 
directly by its own staff or by contract with 
others in Canada. For 1966 a business will be 
permitted to elect whether to get the benefits 
available under the Income Tax Act or the 
benefits under this new legislation. 


It is proposed that the whole amount of 
capital expenditures for scientific research or 
development would be eligible to qualify for 
the bonus, subject to certain safeguards. In 
regard to current expenditure, it is proposed 
that the bonus be calculated on the increase 
in research and development expenditures 
in any particular year over the average of 
such expenditures in the three preceding 
years. 

@ (9:10 p.m.) 

This assistance for research and develop- 
ment will be administered by the Department 
of Industry. It will be available automatically 
to all businesses whose expenditures on re- 
search and development are less than $50,- 
000 a year. Those who wish to receive assist- 
ance based on larger expenditures than this 
will be able to do so by getting prior agree- 
ment from the Minister of Industry that the 
research and development proposed, if suc- 
cessful, would be likely to benefit Canada. 


I have set forth the government’s intention 
here so those making long term plans will be 
able to take these intentions into account. 
The legislation proposed will not be required 
until 1966, and we will welcome comments 
and suggestions based on the outline I have 
given. 


“Improvements to Income Tax Act 


I have reviewed the Income Tax Act 
again this year, and considered carefully the 
many requests and suggestions received from 
taxpayers across Canada. It will not be pos- 


13 


sible to accede to all of them. If we were to 
do so the government would be left with no 
revenues at all. 


I wish to propose a number of amendments 
to increase the equity of the Act in its appli- 
cation to individuals. One of these will be to 
allow a taxpayer to claim a deduction for 
supporting his niece or nephew where the 
parents of the niece or nephew are not able 
to provide support. A taxpayer will also be 
allowed a deduction for amounts spent to 
support his aunt or uncle if she or he is de- 
pendent by reason of mental or physical 
infirmity. 


There will also be an amendment to en- 
sure that contributions to the Canada Pension 
Plan and the Quebec Plan will be fully de- 
ductible in calculating taxable income. 


Amendments will be introduced to permit 
individuals to transfer lump sum retiring al- 
lowances into a pension plan, deferred profit- 
sharing plan or registered retirement savings 
plan without attracting tax at the time of 
transfer. The percentage of earned income 
that an individual may deduct as a premium 
under a registered retirement savings plan 
will also be increased. 

It is proposed that amounts paid as annual 
trade union dues or professional dues, which 
now may be deducted from income under 
Section 11 of the Act, will no longer be in- 
cluded in amounts covered by the $100 op- 
tional standard deduction. This will permit 
both the amount of dues and the $100 stand- 
ard deduction to be claimed in future. 

I propose that corporations and individuals 
in business be granted the right to deduct 
certain expenditures made in connection with 
their businesses that have hitherto been ruled 
as non-deductible, on the grounds that they 
were capital in nature or not related directly 
to earning income. This amendment will 
permit a taxpayer to deduct expenditures 
such as the costs of making representations 
to a government or municipality for the pur- 
pose of obtaining a licence, franchise or trade 
mark in connection with his business, or 
amounts spent investigating the suitability of 
a site for a new factory or power develop- 
ment. It will also permit a taxpayer to de- 
duct the cost of landscaping his place of 
business or an apartment building, and it 
will permit a farmer to deduct amounts spent 
for clearing land or laying drainage tile. 


Mr. Herridge: You can aspire now to receiv- 
ing grateful credit for this. 


Mr. Fisher: You can retire now. 
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Mr. Gordon: Well, Mr. Speaker, I would 
just like to thank the hon. Member for 
Kootenay West for bringing this to my atten- 
tion, and say I hope he does not retire. That, 
however, does not go for all his colleagues. 


In 1963 a number of provisions were placed 
in the Income Tax Act to prevent tax avoid- 
ance by means that were prevalent at that 
time. These deterrents have been effective. 
Other loopholes in the law continue to be 
found, however, and exploited in a way which 
is unfair to others as well as costly to the 
Crown. When the Act is extensively revised 
in the light of the report of the Royal Com- 
mission on Taxation we hope that we can 
make some general changes that will safe- 
guard against abuses. In the meantime we 
will continue the 1963 measures, and I pro- 
pose to add several more of a specific char- 
acter, some of which are in the Resolution, 
while others will first appear in the Bill 
itself. 

Section 36 of the Act, which is intended 
to provide tax relief for lump sum payments, 
is being abused in some cases. Some persons 
arrange to have inordinately large amounts 
placed to their credit in pension or profit- 
sharing plans and then, having received this 
amount upon termination of their employment 
or the winding up of the plan, they elect to 
have it taxed at a low rate under section 36. 
I propose that the major abuses in this area 
be blocked by restricting the amounts that 
qualify for taxation under Section 36. 

I also propose an amendment to prevent 
persons from arranging to have business in- 
come taxed at no more than the non-resident 
withholding tax rate of 15 per cent through 
the use of trusts with non-resident benefi- 
ciaries. Because of the varied use of trusts 
it is difficult to foresee the effect that the 
proposed amendments in this area may have 
in all cases. Consequently modifications of 
this proposal will be considered if repre- 
sentations should show that the amendments 
outlined in the Resolution will have an un- 
intended impact upon trust arrangements 
where tax avoidance is not a factor. 

Some companies and their principal share- 
holders have found it possible to avoid taxa- 
tion on the distribution of accumulated 
surpluses, or to avoid the withholding tax 
on payment of dividends to non-residents, 
by changing the residence of these com- 
panies to another country of companies in- 
corporated in Canada. To prevent this form 
of tax avoidance I propose that henceforth 
companies incorporated in Canada shall be 
deemed to remain residents of Canada. 

{Mr. Gordon.] 


Several amendments will be introduced to 
prevent certain of the concessionary provi- 
sions applicable to the oil, gas and mining 
industries being used in ways that were not 
intended. , 


We propose to require annual returns from 
trustees administering pension plans, retire- 
ment savings plans, and deferred profit-shar- 
ing plans. These plans involve very large 
sums of money representing accumulations of 
income on which tax has been deferred. We 
believe that the tax authorities should re- 
ceive an annual account of their operations. 


Customs Tariff Changes 


I turn now to matters relating to the Cus- 
toms Tariff. As honourable members are 
aware, the Kennedy Round of trade negoti- 
ations which is being conducted under the 
auspices of the GATT is now in progress in 
Geneva. A number of the requests which 
have been received in the past year for re- 
ductions in rates of duty are being taken up 
in these negotiations. Accordingly the Resolu- 
tions relating to the Customs Tariff which I 
shall table at the end of my remarks contain 
fewer changes than usual, and I do not feel 
it is necessary to describe them here. 


I shall be seeking authority to renumber 
the items in the Customs Tariff by Order- 
in-Council. The present numbering of the 
Tariff has evolved over the years and is a 
mixture of numbers and letters, making it 
difficult to relate import statistics to indi- 
vidual tariff items. A purely arithmetic 
numbering of the tariff will permit the use 
of modern tabulating equipment for corre- 
lating import statistics and tariff items. As 
the Resolution makes clear, the proposed 
renumbering will not affect the substance 
of any item in any way. 

During 1964 the Tariff Board submitted 
two reports, one covering mining equipment 
and the other covering oil-seeds, vegetable 
oils and related products. On March 29 of 
this year I tabled a report by the Board on 
radio, television and related products, and on 
April 9 I tabled a report on live turkeys. 
These four reports are now under consider- 
ation in preparation for international nego- 
tiations in connection with items which have 
been bound under the General Agreement on 
Tariffs and Trade. 


I am proposing to send two new references 
to the Tariff Board. One will cover machines 
used in the grading, packing and storing of 
fresh fruits or fresh vegetables. The other 
will relate to precision instruments used in 


such activities as engineering, 
drafting and machining. 


The Customs Act 


surveying, 


I am proposing several changes in the Cus- 
toms Act this year. One is being introduced 
to deal with the case put forward by the 
British government that there are some fea- 
tures of our Customs law which bear in- 
equitably or unreasonably on British goods 
by comparison with goods from other coun- 
tries. 

What is involved in the operation of the 
value for duty provisions of the Customs 
Act as they relate to the quantities of goods 
sold and to the trade level at which they are 
sold in the country of origin. We have ac- 
cepted the British contention that there are 
certain circumstances in which these pro- 
visions work a particular hardship on their 
exporters as compared with exporters in cer- 
tain other countries. Accordingly I shall be 
moving an amendment to the Customs Act 
to provide power to deal with such cases by 
means of a new Section 37A of that Act. If 
Parliament approves it, we shall make effec- 
tive use of this section to remove any dis- 
crimination of this nature against British 
goods. 

It is the government’s hope that this pro- 
posal will be taken by British exporters as 
a decisive response to their pleas that Canada 
give a clear signal that we welcome their 
goods; we hope, too, they will respond by 
seeking out and serving the very substantial 
demand which certainly exists here in Can- 
ada for imported goods. 


There are a number of other less important 
amendments which will be advanced in the 
Resolution on the Customs Act. 


Estate Tax Act 


I do not propose this year to introduce any 
amendments to the Estate Tax Act. We 
amended the Estate Tax Act last year, as you 
will recall, in a number of particulars, and 
I said that any material changes would now 
affect provincial revenues more than they 
would affect our own budget position. I went 
on to say we felt action should be deferred 
on such changes of substance until we had 
seen the results of both the federal and 
provincial commissions of enquiry, and had 
consultations with the provinces. That is still 
the situation. 


Excise Tax Act 


In regard to the Excise Tax Act, I have 
had many representations on the present ex- 
emptions from the sales tax, and proposals 
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for new exemptions. I have considerable 
sympathy with a number of these proposals; 
their implications, however, raise still further 
problems of equity, and consequential 
changes. It is my belief that we must make 
a thorough review and revision of the 
sales tax as soon as possible after we have 
received the views of the Royal Commission 
on Taxation. I intend that it should be given 
priority and my department has already put 
in hand preparatory work to enable them to 
get ahead with the review quickly once we 
know what the commissioners’ conclusions 
are. In the meantime, I do not propose to put 
forward any proposals for amendments in 
this Budget. 


Drugs 

There has been much concern expressed 
about the high prices of drugs in Canada and 
proposals made that they should be exempt 
from the sales tax, which has always applied 
to them. The government has considered 
these representations but does not wish to 
act on them until the matter has been con- 
sidered by the special Committee of the 
House on Food and Drugs. 

Some hon. Members: Shame. 

Mr. Gordon: Hon. Members across the way 
are making remarks but I would remind 
them that this is a Committee of the House 
on which I am sure some of them are im- 
portant members. If the Committee comes to 
the conclusion that, as part of a comprehen- 
sive and effective program to reduce the 
prices of drugs, they should be exempt from 
the sales tax, I would expect to see this done 
in a special statute covering all the meas- 
ures required to give effect to the program, 
and I am quite sure the hon. Member for 
Halton (Mr. Harley), who is Chairman of this 
Committee, will see it proceeds with this very 
important matter just as expeditiously as it 
can. 


aunt 


I come finally, Mr. Speaker, to the question 
of what should be the general weight of our 
taxation in this coming year and, if it should 
be altered, what should be the amount and 
form of the change. I have already given the 
House the highlights of the economic situa- 
tion, which are set forth in detail in the 
White Paper. From this it is evident that we 
have enjoyed an excellent rate of economic 
expansion in the last few years, and our sit- 
uation now is good, though not completely 
satisfactory. 


Looking ahead we foresee a further ad- 
vance this year over 1964. However, we must 
plan to accommodate a rapid increase in our 
labour force this summer and in the next 
several years. We need to assure the market 
demand to put it to work productively. At 
the beginning of 1966, within this fiscal year, 
the commencement of the payment of con- 
tributions into the Canada and Quebec Pen- 
sion Plans will exercise some restraining 
influence on the growth of consumer expendi- 
ture, which may not be fully offset by in- 
creased capital spending by the provinces or 
their agencies out of moneys from the Pen- 
sion funds. 


Our budgetary position for the last fiscal 
year came close to a balance in our normal 
accounting terms, and showed a sizeable sur- 
plus in terms of the economic accounts. For 
this new fiscal year our budgetary accounts 
will not be quite so close to a balance, be- 
cause of changes already authorized by Par- 
liament or proposals already placed before 
you. In terms of our national economic ac- 
counts, however, the federal budget will be 
a restraining influence this year unless we 
make some further changes. 

@ (9:20 p.m.) 

Accordingly, after weighing up these con- 
siderations and the advice I have received 
from many quarters—including business men, 
trade unions, academic circles and the Review 
of the Economic Council—I believe this 
budget should be an expansionary one. To 
achieve this effect we should reduce moder- 
ately the weight of our taxation. 


In choosing the nature and form of the 
reduction, I have been influenced by the fact 
that we are expecting to make a thorough 
revision of our tax structure after receiving 
the report of the Royal Commission and dis- 
cussing the whole situation with the prov- 
inces. While we can count on none of our 
taxes being unaffected by such a revision, I 
have concluded that we should leave both the 
sales tax and the Corporation income tax 
largely as they are pending this review. Con- 
sequently we propose to concentrate the re- 
duction in the personal income tax. 


Some hon. Members: Hear, hear. 


Mr. Nowlan: Wait till you hear it before 
you cheer. 


Mr. Gordon: Those who pay this tax pro- 
vide a very important part, indeed the larg- 
est single part, of federal government rev- 
enues. I am happy to recognize here their 
essential contribution in the last few years 
toward bringing the budget under control. 

[Mr. Gordon.] 
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I also recognize the very natural feeling 
among people generally that taxes should 
be kept as low as possible. As Minister of 
Finance, I am happy that the present budget. 
provides an opportunity to carry out that 
most desirable objective. 


We have chosen a form of reduction that 
will not reduce provincial revenues, nor be 
too complicated for the typical taxpayer to 
apply in making out his return. In determin- 
ing the amount of the reduction I have had to 
consider the condition of the budget and the 
economic consequences of the change. There is 
no precise mathematical formula that can 
be applied in our present situation. It must 
be a matter of judgment. 


Taking all these factors into account, I pro- 
pose, Mr. Speaker, that effective from the 
first of July we make a reduction of our fed- 
eral tax equal to 10 per cent of the basic 
tax payable under our personal income tax 
law, subject to a maximum reduction of $600 
per year. 


Mr. 
day. 


Diefenbaker: Just under one cent a 


Mr. Gordon: In most provinces this basic 
tax equals the total income tax payable to 
the federal and provincial governments com- 
bined. After allowing for the abatements from 
the basic tax in favour of the provinces, the 
reduction in the federal tax will be about 1234 
per cent, except for the higher incomes. 


[Translation] 


The amount of this tax reduction will be 
the same for all persons having the same 
taxable income. This means that people resid- 
ing in the province of Quebec, for example, 
will benefit from this tax cut just as much 
as people in all other parts of Canada. This 
is as it should be. 


[Text] 


The direct effect of this tax reduction would 
be to reduce our revenues by about $170 
million this fiscal year and by about $265 
million in a full year. The amount retained 
by individuals as personal disposable income 
—that is, “take-home pay’”—will be corre- 
spondingly increased. As a result, we can 
expect the rate of private expenditure to in- 
crease by nearly this amount, and there 
should be secondary effects which ultimately 
should increase the rate of Gross National 
Product by something more than the amount 
of the tax reduction. 


Apart from these effects upon private ex- 
penditures, I believe that this substantial cut 


in personal taxes will encourage and stimulate 
our working force—including those in man- 
agement and the professions—upon whose 
efforts our prosperity and progress depend. 
This is one of the main reasons for concen- 
trating the whole amount of the reduction on 
the personal income tax. 


Since this tax reduction is being delib- 
erately made to achieve these economic 
effects, I would not expect provincial govern- 
ments to move in to raise their income taxes 
to take advantage of our action. If we in 
Parliament are to manage the nation’s eco- 
nomic affairs properly we must be able and 
prepared to take action of this kind from 
time to time, both in putting taxes down and 
in putting them up when the occasion de- 
mands it. The larger the share of the prov- 
inces and municipalities in the total public 
revenues of the country, the larger must be 
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the proportionate change in our own taxes 
necessary to achieve the objectives of fiscal 
management. 

The particular form of this tax cut should 
be regarded as provisional until we have com- 
pleted the basic review of our structure that 
is under way. I would expect that by 1967 
we will enact a new schedule of tax rates 
and make a number of modifications in the 
base of the tax. 

I would like to insert in Hansard here 
tables showing the effects of the tax cut on 
the annual tax payable by taxpayers at 
various income levels. 


Mr. Speaker: Does the house agree? 
Some hon. Members: Agreed. 


[Editor’s Note: The tables above referred 
to are as follows:] 


TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX REDUCTION 
(Single Taxpayer with no Dependants) 


Tax for 1965 before reduction 


Combined 
federal 
and Federal 
provincial tax 
Income tax only 
$ $ $ 
2,000 99 78 
3,000 236 186 
4,000 403 318 
5,000 591 467 
7,500 1,154 912 
10,000 1,795 1,418 
15,000 3,520 2,781 
20,000 5, 645 4,460 
30,000 10,195 8,054 
50, 000 20, 333 16,063 
100, 000 49,295 38, 943 


Tax reduction in a full year 


% of 
combined 
federal % of 
Amount and federal 
of provincial tax 
reduction tax only 
$ % % 
10 10.0 17 
24 “ce ce 
40 “ce “ce 
59 “ce ce 
115 “ “ce 
180 ce ““ 
352 “ce “ 
565 “ce “ce 
600 5.9 7.4 
600 3.0 Beit 
600 1) 1.5 


The ‘‘Combined federal and provincial tax’’ shown for 1965 before tax reduction includes provincial tax computed 
at the rate of 21% of basic tax. The ‘‘Federal tax only”’ is after deducting the abatement of 21% in accordance 
with current federal-provincial arrangements. 

The old age security tax is not included in the taxes shown. 

In calculating these taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the optional 
standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable donations 
and eligible medical expenses which aggregate 23% of their income. 
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TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX REDUCTION 
(Married Taxpayer with no Dependants) 


Tax for 1965 before reduction Tax reduction in a full year 
% of 
Combined combined 
federal federal 2, of 
and Federal Amount and federal 
provincial tax of provincial tax 
Income tax only reduction tax only 
$ $ $ $ % % 
3,000 99 78 10 10.0 te 
4,000 236 186 24 *S 2 
5, 000 403 318 40 es «§ 
7,500 918 725 92 es es 
10,000 1,505 1,189 151 4 ef 
15,000 3,120 2,465 312 ef v3 
20,000 5,195 4,104 520 es “ 
30,000 9,695 7,659 600 6.2 (aS 
50. 000 19,783 15, 628 600 3.0 3.8 
100,000 48, 645 38, 430 600 152 1.6 


The ‘‘Combined federal and provincial tax’’ shown for 1965 before tax reduction includes provincial tax computed 
at the rate of 21% of basic tax. The ‘‘Federal tax only”’ is after deducting the abatement of 21% in accordance 
with current federal-provincial arrangements. 


The old age security tax is not included in the taxes shown. 

In calculating these taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the optional 
standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable donations 
and eligible medical expenses which aggregate 24% of their income. 

TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX REDUCTION 
(Married Taxpayer with Two Dependent Children Eligible for Family Allowance) 


Tax for 1965 before reduction Tax reduction in a full year 
% of 
Combined combined ; 
federal federal q of 
and Federal Amount and federal 
provincial tax of provincial tax 
Income tax only reduction tax only 
$ $ $ $ % % 
3,000 33 26 3 10.0 12.7 
4,000 152 120 15 _ “ 
5, 000 301 238 30 se a 
7.500 786 621 79 as os 
10,000 1,349 1,066 135 sé ss 
15,000 2,880 2,275 288 ee e 
20,000 4,925 3,891 493 es S 
30,000 9,395 7,422 600 6.4 Se 
50, 000 19, 453 15, 367 600 Shik 3.9 
100.000 48, 255 38,121 600 1.2 1.6 


The ‘‘Combined federal and provincial tax’’ shown for 1965 before tax reduction includes provincial tax computed 
at the rate of 21% of basic tax. The ‘‘Federal tax only”’ is after deducting the abatement of 21% in accordance 
with current federal-provincial arrangements. 

The old age security tax is not included in the taxes shown. 

In calculating these taxes it has heen assumed that taxpayers with incomes under $10,000 deduct only the optional 
standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable donations 
and eligible medical expenses which aggregate 24% of their income. 


(Mr. Gordon.] 


Mr. Gordon: It will be seen that in a full 
year the federal tax for a single person with 
an income of $3,000 will be reduced from 
$186 to $162, that is, by $24; for a married 
man with two children and an income of 
$5,000, the reduction will be $30 a year; for 
a married man without children having an 
income of $10,000, the reduction will be $151 
a year. 

I would also like to include two tables 
showing how the prospective Canadian income 
tax for 1966, including the Old Age Security 
Tax, the Canada Pension Plan contributions 
and the provincial income tax in Ontario, as 
an example, would compare with the United 
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States income taxes including social security 
contributions and the State income tax in 
New York. It must be recognized that the 
comparison in any individual case will be 
affected substantially by the deductions which 
can be claimed under the tax laws of the two 
countries. In the United States deductions are 
permitted for state taxes paid, mortgage in- 
terest, etc., which will vary from person to 
person. The deductions used for the compari- 
sons in these tables are set forth in the 
footnotes. 


[Editor’s Note: The tables referred to above 
are as follows:] 


COMPARISON OF PERSONAL INCOME TAXES IN CANADA AND THE UNITED STATES 
(Single taxpayer with no dependants) 


Canada—taxes at rates proposed for 1966 U.S.A.—taxes at rates for 1966 in present law 


O.A.S. State 
Federal Provincial tax and Federal income Social 

income income CabePs Total income tax Security Total 
Income tax tax contribution taxes tax (New York) tax taxes 

$ $ $ $ $ $ $ $ $ 
1,000 — — 7 if 14 — 41 55 
2,000 65 24 61 150 161 16 83 260 
3,000 156 57 119 332 329 43 124 496 
4,000 266 97 177 540 500 70 165 735 
5,000 390 142 199 731 671 106 198 975 
7,500 762 277 199 1,238 1,168 203 198 1,569 
10,000 1,185 431 199 1,815 1,742 334 198 2,274 
15,900 OE 323 845 199 3,367 3,170 706 198 4,074 
20, 000 35726 1,355 199 5, 280 4,838 1,190 198 6, 226 
30, 000 7,148 2,447 199 9,794 8,885 2,190 198 ITT 
50, 000 14,853 4,880 199 19,932 18, 242 4,190 198 22,632 
100,000 36, 864 11,831 199 48,894 45, 333 9,190 198 54,721 


The taxes shown for each country are the federal income tax, the provincial or state income tax and the federal 
social security charge. The federal income tax shown for Canada is the tax in all provinces except Quebec. 
The provincial income tax is the provincial income tax in any province except Quebec, Manitoba or Saskatchewan. 
The state income tax is the New York State income tax. Inthe United States thirty-five states impose income 
taxes. 

In calculating the Canadian taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the 
optional standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable 
donations and eligible medical expenses which aggregate 24% of their income. The Canadian federal income 
tax is after the proposed reduction of 10% of basic tax with a maximum of $600. 

In calculating the United States taxes it has been assumed that taxpayers with incomes of $10,000 or less deduct 
only the optional standard deduction. This is 10% of income with a minimum of $300 for single taxpayers and 
a maiximum of $1,000. It was also assumed that taxpayers with incomes in excess of $10,000 use the optional 
standard deduction for purposes of their state income tax and for federal tax purposes deduct charitable donations 
eligible medical expenses, mortgage interest, property taxes, etc., which aggregate 5% of their income and in 
addition deduct their state income tax. 

The old age security tax in Canada is 4% of taxable income with a maximum of $120 and the Canada Pension Plan 
contribution is 1.8% of income in excess of $600 with a maximum of $79.20. The social security tax in the United 
States for 1966 as provided in the present law is 4.125% of adjusted gross incomes with a maximum of $198 and 
this has been used in the above table. However, the Budget Message of the President on January 25, 1965, 
recommended that this be increased to 4.25% with a maximum of $238 for 1966. 
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COMPARISON OF PERSONAL INCOME TAXES IN CANADA AND THE UNITED STATES 
(Married taxpayer with no dependants) 


i —— 


Canada—taxes at rates proposed for 1966 U.S.A.—taxes at rates for 1966 in present law 


OrAGS: State : 
Federal Provincial tax and Federal income Social 
income income Crbabe Total income tax Security Total 
Income tax tax contribution taxes tax (New York) tax taxes 
$ $ $ $ $ $ $ $ $ 
1,000 = — a Gi _ —- 41 41 
2,000 — — 45) 25 56 —_— 83 139: 
3,000 65 24 79 168 200 10 124 334 
4,000 156 57 137 350 354 3 165 556. 
5,000 266 97 195 558 501 67 198 766. 
7,500 606 220 199 1,025 915 163 198 1,276. 
10,000 993 361 199 1,554 1,342 283 198 1,823 
15,000 2,059 749 199 3,007 27.368 639 198 3,200 
20,000 3,429 1,247 199 4,875 3,452 105. 198 4,765 
30,000 6,768 PVA 199 9,294 6, 087 Dildo 198 8, 400 
50,000 14, 435 4,748 199 19,382 13,189 4,115 198 Looe 
100,006 36,370 11, 675 199 48, 244 36, 057 9,115 198 45,370 


The taxes shown for each country are the federal income tax, the pr ovincial or state income tax and the federak 


social security charge. 


The federal income tax shown for Canada is the tax in all provinces except Quebec. 


The provincial i income tax is the provincial income tax in any province except Quebec, Manitoba or Saskatchewan. 


The state income tax is the New York State income tax. 


taxes. 


In the United States thirty-five states impose income 


In calculating the Canadian taxes it has been assumed that taxpayers with incomes under $10,000 deduct only the 
optional standard deduction of $100 but that taxpayers with incomes of $10,000 or greater deduct charitable 


donations and eligible 


medical expenses which aggregate 23% of their income. 


The Canadian federal income- 


tax is after the proposed reduction of 10% of basic tax with a maximum of $600. 
In calculating the United States taxes it has been assumed that taxpayers with incomes of $10,000 or less deduct 


only the optional standard deduction. 
taxpayers and a maximum of $1,000. 


This is 10% of income with a minimum of $400 for joint returns of married 
It was also assumed that taxpayers with incomes in excess of $10,000 use 


the optional standard deduction for purposes of their state income tax and for federal tax purposes deduct 


charitable donations, eligible medical expenses, mortgage interest, property taxes, etc., 
of their income and in addition deduct their state income tax. 


which aggregate 5% 
It was further assumed that taxpayers take 


advantage of the income splitting provision in the federal tax law. 
The old age security tax in Canada is 4% of taxable income with a maximum of $120 and the Canada Pension Plan 


contribution is 1.8% 


of income in excess of $600 with a maximum of $79.20 The social security tax in the 


United States for 1966 as provided in the present law is 4.125% of adjusted gross income with a maximum of 


$198 and this has been used in the above table. 


However, the Budget Message of the President on January 25, 


1965 recommended that this be increased to 4.25% with a maximum of $238 for 1966. 


It will be noted that the combined Cana- 
dian levy is below that in the United States 
throughout for single persons. For married 
persons the Canadian combined levies are 
less up to a level of about $17,000 a year; 
above that level the effect of “income split- 
ting” for husband and wife in the United 
States puts their tax slightly lower than ours. 

It must of course be borne in mind that 
these are comparisons of levies on personal 
incomes only, and there are many other taxes 
in both countries which have to be taken 
into account in comparing the total weight 
of taxation. On the whole, however, after 
this tax cut, income taxes and social security 
contributions based on income will be less 
in Canada than in the United States. This 

(Mr. Gordon.] 


means there will be no inducement from an 
income tax point of view for young Cana- 
dians to move to the United States or to. 
continue to live there rather than in Canada. 

This major tax cut of $265 million a year, 
together with the other changes outlined, 
will alter our revenues for this new fiscal 
year directly and also indirectly by reason 
of their effect on the economy. I would expect 
the Gross National Product for 1965 as a 
whole to increase over 1964 by slightly more 
than the approximate figure of 7 per cent 
I mentioned earlier. Taking this and direct 
effects of tax changes into account, we esti- 
mate that our revenues for this fiscal year 
should be about $7,350 million. Our expendi- 
tures I have forecast at $7,650 million. This. 


will leave a deficit in terms of our public 
accounts of approximately $300 million. 


Taking all our expected non-budgetary 
receipts and disbursements into account, we 
would anticipate a total cash requirement, for 
other than transactions in government secu- 
rities, or changes in our foreign exchange 
reserves, of $525 million. 


In terms of our national economic accounts 
the federal government’s revenue and ex- 
penditure transactions would show a modest 
surplus of $152 million. Given the economic 
and fiscal prospects for the year ahead, I 
think this outcome of the budget is about 
right. 

In conclusion, Mr. Speaker, may I empha- 
size that our national finances have been 
brought under control; our national economy 
is moving ahead in a satisfactory way; and 
we are now able to lead from strength. 


The times call for an expansionary ap- 
proach in our financial and economic affairs. 
Consequently this is a growth budget. It 
expresses the determination of the govern- 
ment to give a lead in achieving our national 
potential. It is intended as a challenge to 
Canadians in all provinces to share in the 
great future that can be ours. 


RESOLUTIONS 
CANADA DEVELOPMENT CORPORATION 


Resolved: That it is expedient to introduce 
a measure to establish an investment cor- 
poration, to be known as the Canada Devel- 
opment Corporation, to provide through 
savings by Canadians a supplementary large- 
scale source of financing where substantial 
sums of equity capital are required for the 
initiation or expansion of larger enterprises 
in Canada and for facilitating, in the case 
of offers to purchase or sell shares of such 
enterprises, the acquisition of such shares by 
Canadian residents rather than non-residents; 
to authorize the issue by the Corporation to 
Canadian residents, at an initial issue price 
of five dollars per share, of shares of the 
Corporation the total number of which out- 
standing at any time shall not exceed two 
hundred million; to authorize the Govern- 
ment of Canada to underwrite the issue of 
shares of the Corporation, and at its discre- 
tion to invest in shares of the Corporation 
on its own account not exceeding in number 
ten per cent of the total number of issued 
and outstanding shares of the Corporation, 
the amount of which underwriting commit- 
ment, together with the total amount in- 
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vested by the Government of Canada in 
shares of the Corporation, shall not exceed 
two hundred and fifty million dollars; to 
authorize the Government of Canada to make 
loans to or purchase debentures of the Cor- 
poration to an aggregate amount not exceed- 
ing one hundred million dollars and to sell 
to the Corporation the holdings of Canada 
of shares of certain Crown corporations; and 
to provide further for other necessary and 
incidental matters relating to the establish- 
ment of the Corporation, its objects and 
powers, and its management, operation and 
control. 


THE CUSTOMS ACT 

Resolved, that it is expedient to amend the 
Customs Act by: 

1. Striking out subsection (1) of section 22 
and substituting the following: 

22. (1) Unless the goods are to be ware- 
housed in the manner by this Act provided, 
the importer shall, at the time of entry, 

(a) pay or cause to be so paid, all duties 
upon all goods entered inwards; or 

(b) in the case of goods entered in accord- 
ance with the terms and conditions prescribed 
by regulations made under subsection (3), 
present in respect of the duties upon such 
goods a bond, note or other document as 
prescribed by such regulations; 
and the collector or other proper officer shall, 
immediately thereupon, grant his warrant for 
the unlading of such goods, and grant a per- 
mit for the conveyance of such goods further 
into Canada, if so required by the importer. 

2. Adding to section 22 the following sub- 
section: 

22. (3) The Governor in Council may make 
regulations prescribing 

(a) the terms and conditions upon which 
goods may be entered into Canada free of 
any requirement that the importer shall, at 
the time of entry, pay or cause to be so paid 
all duties on the goods so entered inwards; 
and 
~(b) the terms and conditions of any bond, 
note or other document presented upon the 
entry of such goods in respect of the duties 
thereon. 

3. Striking out subsection (1) of section 35 
and substituting the following: 


35. (1) The value for duty of goods imported 
shall be determined in accordance with the 
provisions of sections 36 to 41A. 

4. Striking out all that portion of subsection 
(2) of section 35 preceding paragraph (a) and 
substituting the following: 

35. (2) In this section and sections 36 to 
41A, with reference to any goods, 


5. Adding immediately after section 37 the 


following section: 
37A. Where the Governor in Council is 


satisfied, on a report from the Minister, that 
the application of subparagraph (i) of para- 
graph (e) of subsection (2) of section 36 or 
subsection (3) of section 36 is inequitable in 
that it results in discrimination against the 
importation of goods of a class from any 
country, as compared with the importation of 
goods of that class from any other country, 
the Governor in Council may prescribe the 
manner in which the value for duty of goods 
of that class, as determined under section 36 
or 37, shall be reduced; but the value for 
duty of any imported goods upon being re- 
duced as provided in this section shall not be 
less than an amount equal to the cost of 
production of the goods plus such amount for 
gross profit as is deemed reasonable by the 
Governor in Council. 


6. Adding immediately after section 41 the 
following section: 
41A. In the case of any imported goods that 


(a) were shipped indirectly to Canada from 
the country of origin through one or more 
other countries; and 

(b) would, but for this section, be valued 
for duty under sections 36 to 40B at less than 


[Mr. Gordon.] 
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i) 


the value for duty of such goods would be if 
the country of export were the country of 
origin; 

the goods shall, notwithstanding subsection 
(1) of section 36, upon such terms and condi- 
tions as to shipment, documentation, ware- 
housing, transshipment or the like as the 
Governor in Council may prescribe, be valued 
for duty as if they were imported direct from 
the country of origin at the time they were 
first shipped from that country. 


7. Striking out section 79 and substituting 
the following: 


79. Subject to subsection (1) of section 22, 


goods imported into Canada, or arrange for 
deferring payment of such duties in any way, 
unless such goods are entered for warehouse, 
and duly deposited therein according to the 
laws and regulations governing the warehous- 
ing of such goods. 


8. Adding to section 104 the following 


would otherwise be liable, are sold or other- 
wise disposed of on behalf of the government 


try and Canada, such goods shall be charged 
with duties payable at such rate as may be 
determined by the Minister. 
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INCOME TAX ACT RESOLUTION 


Resolved that it is expedient to introduce 
a measure to amend the Income Tax Act and 
related provisions of the Federal-Provincial 
Fiscal Arrangements Act and to provide 
among other things: 


1. That for the 1966 and subsequent taxa- 
tion years the income tax payable by an in- 
dividual be reduced by an amount equal to 
the lesser of 10 per cent of basic tax or $600 
and for the 1965 taxation year by an amount 
equal to the lesser of 5 per cent of basic tax 
or $300. 

2. That for the 1965 and subsequent taxa- 
tion years a taxpayer may deduct in comput- 
ing his taxable income an amount for the 
support of a person who was his niece or 
nephew and who during the year resided in 
Canada, was wholly dependant upon him for 
support, and was 

(a) under 21 years of age, 

(bo) 21 years of age or over and dependant 
by reason of mental or physical infirmity, or 

(c) 21 years of age or over and in full time 
attendance at a school or university, 
if 

(d) the mother of the niece or nephew was 
divorced or separated and not in receipt of 
alimony or similar payments, or 

(e) the father of the niece or nephew was 
deceased or mentally or physically infirm, 
not exceeding $300 if the person was a child 
qualified for family allowance and $550 if 
he was not so qualified. 

38. That for the 1965 and subsequent taxa- 
tion years a taxpayer may deduct in comput- 
ing his taxable income an amount not ex- 
ceding $550 expended by him during the year 
for the suprort of a person who was his aunt 
or uncle and who during the year resided in 
Canada and was dependant upon him for 
support by reason of mental or physical in- 
firmity. 

4. That for the 1970 and subsequent taxa- 
tion years the additional exemption of $500 
now allowed to a taxpayer who has attained 
the age of 65 years be allowed only if the 
taxpayer has attained the age of 70 years and 
that for the taxation years 1966 to 1969 in- 
clusive a taxpayer who has attained the age 
of 65 years but has not attained the age of 
70 years be allowed the additional exemption 
of $500 only if he did not receive a pension 
under the Old Age Security Act in respect of 
any month in that year. 

5. That for the 1965 and subsequent taxa- 
tion years a taxpayer who deducts in com- 
puting his income from an office or employ- 


ment 


(a) annual dues to maintain membership in 
a trade union or to maintain membership in 
an association of public servants, 

(b) annual dues retained from his remu- 
neration pursuant to the provisions of a col- 


lective agreement aid paid to a trade union 
or association, or 


(c) annual professional membership dues the 
payment of which was necessary to main- 
tain a professional status recognized by 
statute, 
shall not by reason of such deduction be 
ineligible to deduct the standard deduction 
of $100 described in paragraph (ca) of sub- 
section (1) of section 27 of the Act. 

6. That for the 1966 and subsequent taxa- 
tion years a person, the spouse of such per- 
son residing with him and previously resi- 
dent in Canada, or any dependant child of 
such person, shall be deemed to have been 
resident in Canada throughout a _ taxation 
year if such person was at any time in the 
year performing services in a country other 
than Canada under a prescribed international 
development assistance program of the Gov- 
ernment of Canada, and was resident in 
Canada during a part of the year preceding the 
commencement of such services. 

7. That for the 1966 and subsequent taxa- 
tion years a contribution made by a person 
under the Canada Pension Plan or under a 
provincial pension plan as defined in section 
3 of the Canada Pension Plan may be de- 
ducted in computing the income of such 
person. 

8. That for the 1965 and subsequent taxa- 
tion years the limitation on the amount re- 
lated to earned income that a taxpayer may 
deduct as a premium under a registered 
retirement savings plan be increased from 10 
per cent of earned income to 20 per cent 
of earned income. 

9. That for the 1965 and subsequent taxa- 
tion years such part of any amount that would 
otherwise be included in computing income 
of a taxpayer as a retiring allowance be 
deductible if it is paid in the year, or within 
60 days after the end of the year, as a 
contribution to a registered pension fund 
or plan, as a premium under a retirement 
savings plan, or to a trustee under a deferred 
profit sharing plan. 

10. That there may be deducted in com- 
puting the income of a taxpayer an amount 
in respect of an outlay or expense made by 
the taxpayer in the 1965 and subsequent tax- 


ation years 


(a) to a person with whom the taxpayer is 
dealing at arms length and who is the lessee 
of property owned by the taxpayer, to obtain 
the cancellation of a lease on such property, 

(b) for landscaping property used by the 
taxpayer for the purpose of gaining or pro- 
ducing income, 

(c) for clearing land or laying tile drainage 
for the purpose of carrying on a farming 
business, 

(d) as or on account of the cost of making 
representations to a government, munici- 
pality or other public authority in connection 
with a business carried on by the tax- 
payer, including representations for the pur- 
pose of obtaining a license, permit, franchise, 
or trademark, 

(e) as or on account of the cost incurred 
in investigating the suitability of a site for 
a building or other structure planned by the 
taxpayer for use in connection with a business 
carried on by him. 

11. That for the 1965 and subsequent tax- 
ation years a corporation shall be deemed 
to be resident in Canada throughout a tax- 
ation year if 

(a) it was incorporated in Canada before 
April 27, 1965 and was resident in Canada 
in its taxation year that included April 26, 
1965 or in any subsequent taxation year, or 

(ob) it was incorporated in Canada after 
Aprile26, 1965; 

12. That with respect to payments received 
by a taxpayer after April 26, 1965, other than 
a payment made upon the death of an em- 
ployee, the amount that a taxpayer may elect 
to have taxed under section 36 of the Act 
shall not exceed 

(a) in the case of a single payment 

(i) out of or pursuant to a superannuation 
or pension fund or plan, or 

Gi) pursuant to deferred profit sharing 
plan, or 

Gii) pursuant to an employee’s profit shar- 
ing plan, 
$1,500 times the number of years during 
which the employee, in respect of whom the 
payment was made, was a member of the 
plan, or 

(b) in the case of 

Gi) a single payment upon retirement of an 
employee in recognition of long service, or 

Gi) a payment or payments made by an 
employer to an employee or former employee 
upon or after retirement in respect of loss of 
office or employment 
$1,000 times the number of years during which 
the employee, in respect of whom the pay- 
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ment was made, was an employee of the em- 
ployer who made the payment. 


13. That for taxation years dorinventetn 
after April 26, 1965, a trust or estate (other 
than a trust or estate arising on death) that 
has income from a business carried on by it 
in Canada may not deduct in computing its 
income an amount paid or payable to a bene- 
ficiary who is 

(a) a non-resident of Canada, 

(b) a non-resident-owned investment cor- 
poration, or 

(c) another trust or estate resident in Can- 
ada, unless that other trust or estate 

(i) arose on a death, or 

(ii) has been since April 26, 1965 a bene- 
ficiary of the trust or estate paying the 
amount and the trust or estate paying the 
amount has been carrying on the business 
since April 26, 1965, and any amount paid 
or payable out of the income for the year 
of the first-mentioned trust or estate will 
continue to be included in the income of its 
beneficiary notwithstanding the fact that the 
first-mentioned trust or estate was not en- 
titled to deduct the amount in computing its 
income. 


14. That for the 1965 and subsequent tax- 
ation years the amount of income derived 
from a new mine that a corporation may 
exclude in computing its income shall be 
confined to income from the operation of the 
mine by the corporation. 


15. That where a joint exploration corpo- 
ration acquires after April 26, 1965 a right, 
licence or privilege to explore for, drill for 
or take petroleum, natural gas or other re- 
lated hydrocarbons, the cost of the right, 
license or privilege may not be renounced 
to a shareholder corporation. 

16. That for the 1965 and subsequent tax- 
ation years an amount that a taxpayer may 
exclude from his income because it is con- 
sideration for a mining property acquired 
as the result of his efforts as a prospector, 
or as the result of efforts of a prospector who 
was employed or financially assisted by him, 
shall not include a share of profits, a royalty 
or a payment based on production. 

17. That the Minister of National Revenue 
with the approval of the Governor in Council 
may on behalf of the Government of Canada 
enter into an agreement with the govern- 
ment of a province, under which one govern- 
ment undertakes to transfer to the other, in 
respect of income tax paid by an individual 
from whom deductions were made at source 
as though he were resident in a place other 
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than the province in which he was resident 
on the last day of the year, a part of the 
amount deducted or withheld under section 
47 of the Act or a similar provision of a 
provincial income tax act. 


18. That in order to give effect to the pro- 
visions of paragraph 1 without reducing the 
amount of equalization payments to any 
province a consequential amendment be made 
to the Federal-Provincial Fiscal Arrange- 
ments Act to adjust the fractions set out 
therein in the definition of “standard indivi- 
dual income tax” used in the computation of 
equalization payments. 


19. That a new section be added to the 
Act concerning expenditures of a taxpayer 
for advertising space in a non-Canadian 
newspaper or periodical having effect sub- 
stantially as follows: 

“12A. (1) In computing income, no deduc- 
tion shall be made in respect of an otherwise 
deductible outlay or expense of a taxpayer 
for advertising space in an issue of a non- 
Canadian newspaper or periodical dated after 
December 31, 1965 for an advertisement di- 
rected primarily to a market in Canada. 


(2) An issue or edition of an issue of any 
newspaper or periodical that is edited in 
whole or in part in Canada and printed and 
published in Canada and that was not on 
April 26, 1965 a Canadian newspaper or 
periodical shall be deemed, for the purposes 
of subsection (1), not to be an issue of a non- 
Canadian newspaper or periodical if 

(a) throughout the period of twelve months 
ending April 26, 1965 issues or editions of 
issues of that publication were being edited 
in whole or in part in Canada and printed 
and published in Canada at the usual intervals 
for issues of that publication and have since 
that date continued to be so edited, printed 
and published without interruption except for 
a reason other than the cessation of the busi- 
ness of publishing that publication; and 

(b) in the case of a periodical, the periodi- 
cal is similar, in content and in respect of the 
class of readers to whom it is directed, to the 
issues or editions of that periodical that were 
throughout the period of twelve months end- 
ing April 26, 1965 being edited in whole or in 
part in Canada and printed and published in 
Canada. 

(3) Subsection (1) does not apply with 
respect to an advertisement in a special issue 
or edition of a newspaper that is edited in 
whole or in part and printed and published 
outside Canada if such special issue or edition 
is devoted to features or news related pri- 


marily to Canada and the publishers thereof 
publish such an issue or edition not more 
frequently than twice a year. 

(4) Subsection (1) does not apply with 
respect to an advertisement in 

(a) a catalogue, or 

(b) any publication the principal function 
of which is the encouragement, promotion or 
development of the fine arts, letters, scholar- 
ship or religion. 

(5) In this section, 

(a) ‘Canadian issue’ means, 

(i) in relation to a newspaper, an issue, 
including a special issue, 

(A) the type of which, other than the type 
for advertisements or features, is set in 
Canada, 

(B) the whole of which, exclusive of any 
comics supplement, is printed in Canada, 

(C) that is edited in Canada by individuals 
resident in Canada, and 

(D) that is published in Canada, and 

(ii) in relation to a periodical, an issue, 
including a special issue, 

(A) the type of which, other than the type 
for advertisements, is set in Canada, 

(B) that is printed in Canada, 

(C) that is edited in Canada by individuals 
resident in Canada, and 

(D) that is published in Canada, 
but does not include an issue of a periodical 

(E) that is produced or published under a 
license granted by a person who produces 
or publishes issues of a periodical that are 
printed, edited or published outside Can- 
ada, or 

(F) the contents of which, excluding adver- 
tisements, are substantially the same as the 
contents of an issue of a periodical, or the 
contents of one or more issues of one or 
more periodicals, that was or were printed, 
edited or published outside Canada; 

(b) ‘Canadian newspaper or periodical’ 
means a newspaper or periodical the right 
to produce and publish issues of which 
belongs to or is vested in 

(i) a Canadian citizen, 

(ii) a partnership of which at least ? of 
the members are Canadian citizens and in 
which interests representing in value at least 
3 of the total value of the partnership prop- 
erty are owned by Canadian citizens, 

(iii) an association or society of which at 
least 3 of the members are Canadian citizens, 

(iv) Her Majesty in right of Canada or a 
province, or a municipality in Canada, or 

(v) a corporation 
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(A) that is incorporated under the laws of 
Canada or a province, 

(B) of which the chairman or other presid- 
ing officer and at least # of the directors or 
other similar officers are Canadian citizens, 
and 

(C) of which, if it is a corporation having 
share capital, at least # of the shares having 
full voting rights under all circumstances, 
and shares representing in the aggregate at 


[Mr. Gordon.] 


least # of the paid-up capital, are owned by 
Canadian citizens or by corporations other 
than corporations controlled directly or in- 
directly by citizens or subjects of a country 
other than Canada; and 

(c) ‘issue of a non-Canadian newspaper or 
periodical’ means an issue that is not a 
Canadian issue of a Canadian newspaper or 
periodical.” 
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APPENDIX “A” 


TABLES REFERRED TO IN BUDGET SPEECH 
FEDERAL GOVERNMENT REVENUES AND EXPENDITURES PUBLIC ACCOUNTS AND 
NATIONAL ACCOUNTS RECONCILIATION 


1965-66 

—— 1964-65 forecast 
1963-64 estimate before tax 

changes 


(millions of dollars) 


APPS rl eebaTVare Velie ac co cus, sss stat wees ener eT TORRE TENN 6,253 7,136 Tbe 
2) Supplementary, period adjustment. oo ac ois mec destininemier tice —21 —10 29 
3. Extra-budgetary revenues 
@ldFAve: Secinitytaxcollectionsesntmeerccerenmtiaredisciienion ee 747 956 1,143 
Prairies ann Assistance “Act levyncnaccmmeann neers 9 10 10 
Unemployment insurance employer-employee contributions........... 297 307 331 
Government pension funds, employer-employee contributions......... 245 251 261 
Interest receipts of social insurance and government pension funds.... 143 157 178 
4. Corporate income tax®): excess (+) of accruals over collections........... 38 —137 —85 
5. Profits before taxes (net of losses) of government business enterprises.... 207 244 244 
6. Interest on loans, advances and investments...........ceccesccccceceeces 175 169 216 
(muesss Budgetary, reLUrDLON INVeStIMentanwi cn vets sete steleie« eistsicckie earierereiaaee —392 —380 —466 
Soilless) Postalirev.enue.! sige vio o vslectee oe ea cretere ar otere inte ole syect sues cle eye en es Las —201 — 230 —246 
9. Budgetary revenue items offset against budgetary expenditures®......... —109 —112 —112 
10. All other adjustments to budgetary revenue”). ............. ce eee eeees —44 —48 —145 
11. Rotalizevenue national. accounts: basis. irnemiee crete acter se lerere irere eo Per 7,347 8,313 8,883 


® In the national accounts, revenues in the supplementary period are shifted to the following fiscal year. 

() Taxes on government business enterprises are excluded from this item and included in item 5. 

(3) See also line 10, expenditure reconciliation. 

(4) These adjustments are largely revenue items not relevant for the national accounts such as proceeds from 
sales of existing assets. 
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FEDERAL GOVERNMENT REVENUES AND EXPENDITURES PUBLIC ACCOUNTS 
AND NATIONAL ACCOUNTS RECONCILIATION 


oO OOOOOOOOOOOeeeeeeeeaeaeaeeuoeaeqoooae ee 


1965-66 
forecast 

——s 1964-65 before tax 
1963-64 estimate changes 


(Millions of dollars) 


ie Dudeetary expendivurets eos cmeem ee ccica tise tae co epee mince. cre: 6,872 7,219 7,650 
Qe Supplementary, perod ad jusumentt Oe mnesceersas itt series eerste sre ela — 33 — 6 40 
3. Expenditures of extra-budgetary funds 
OldvAce Security, umd spay Wem tsa. cteta- lieve yer ci ciere ertosierreosie reste 808 &89 906 
Wnemplovmentmnicunancempenelitse sc tmrteesialicm aaitoiieeiermisrdie trie 366 332 337 
Government pension uNdepay-Menuse jr. erica ceiron ee ninioeiasier ee al 89 97 109 
Rrainiegarmeerssisicn CO spay TMOniUs spi seteiecreyserie terete ele tasters inate: itil 10 10 
4, Mransters vOvextra-Duceebany, tUN GAGs s.jpirc eric mater ce ciercwtetaiehers teria — 66 — 63 — 62 
5. Adjustment to place other government funds and crown agencies on a 
CIShUrseMen HW ASS Cun etn cteh tian are me ea eee en oer 19 — 30 — 7 
6. Budgetary expenditures offset against income of government business 
enterprises 
(Rost OfiCe, expengiguresieaasice wes recite sienna eae emcee Oincinie che cores — 206 —211 —221 
Deficits of government business enterpriseS.............e sec eeeeeeeee — 86 — 80 — 96 
VaCapital assistance tomon-cetence madustry, Os. 4s eleciieeeeiiminiine — 60 — 77 — 70 
SumMeservesianG switlle-Oliserer vstmrnite eee eee tre RUE ch Reis A arate —161 — 42 — 54 
9. Budgetary revenue items offset against budgetary expenditure®.......... —109 —112 —112 
10. All other adjustments to budgetary expenditure...................ee0ee0 109 55 110 
Lieotall expenatturemationaliaecounts Dasis awa isieer ate ire enerariee nr goo 7,981 8,540 
12. Surplus (+) or deficit (—), national accounts basis.................---eeee —206 +332 +343 
132 ourplus) (=) on deticit: (=), pudeetary, basisn....uisse-.. cee ecole eee (—619) (— 83) (—125) 
14 Ota MAtION Sl ACCOUNUSIOHSIS arias cin anes prereset hsee een errors te 7,347 8,313 8,883 


“ In the national accounts, expenditures on goods and services in the supplementary period are split evenly 
between adjacent fiscal years. Other expenditure items are shifted entirely to the next fiscal year. 


® This adjustment replaces budgetary appropriations to various funds and agencies by the outlays actually 
made by these funds and agencies. 

@) Government capital assistance to industry appears as part of business gross capital formation and is removed 
from the government sector to avoid double counting in the national accounts. 

@ The largest component of this item consists of revenue from sales of goods and services by the government sec- 
tor. These sales appear as final expenditure of the private sector and are deducted to avoid double counting. 


33 


GOVERNMENT OF CANADA ACCOUNTS, NATIONAL ACCOUNTS BASIS, 
FISCAL YEAR PERIODS 1963-64—1965-66 


1965-66 
forecast 
— 1964-65 before tax 
1963-64 estimate changes 
(Millions of dollars) 
A. Revenue 
de Direct taxes; persons rvs neces eae ae oo rat re Ser oe cesta ete nee 2,254 2,635 2,696 
2:2 Directtaxes, COrporabions © aaaneac scone Seem nite ea esiereieiotie 1,385 1,500 1,615 
Der WibMhOlLGIN GE bAXES sete ee cites heirs els ret ree eee crave COTS 126 143 148 
AS Tid ireeb CaxeS ere eae Aaa ee oe ot IRE ee aed Sar to MD ORS s 2,516 2,907 3,194 
byltiy.est men tian commence presi ne cro too ce oe eh: ierel sleet erode uate saree 525 570 638 
6. Employer-employee contributions to social insurance and government 
pension finds tere curate ot ao ee era ainsi e eee naepaiora toil aray cae oaattare 541 558 592 
7 Gt Wo) 2) ON ac eeen Ae Mer oc? Ci farey ern Rn tACe Nee Dero ORI AOI ORCEN 7,347 8,313 8, 883 
B. Expenditure 
L “Goods and: Services Gelencern antares eae eros ey oiere = Sree stoners taco 1,624 1, 543 1,609 
2. Goodsrand services wnon-delence. aw ein cc let orn tc soinaiccianet 1,384 1, 538 1,745 
9.) DranslersstOypersOns eevee ers eee ee aT ate ote pphevoraievers ciate era Secs Waele 2,143 2,262 2,362 
4-1 Interest: onithe public débtiras «cso serie ooe elec biexsrule smsnris cy she =e erskstorene 955 1,010 1,074 
Sale (edorslo hts) WR AGeRr an stauis hec ere Ae UO rar teat oO ae aio eae 284 266 296 
6. Transfers to other levels of government..,.........--000.0sssesreeeees 1,163 1,362 1,454 
Y Pama Woy} PR AO, oh aC ary Ae fh SR ERG EMIS HEE; AOR ACTEUS SMORSERS AOU: ORME: Ae 7,553 7,981 8,540 
GC. Surplus(-+F) or Deiicit (er arses cuers eisraveve.oleroistsve slavagy si aleratej eles cfoiersis eters ele isl overs —206 +332 +343 


( Excludes taxes on government business enterprises. These taxes are included with government investment 
income. 
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FOREWORD 


The purpose of these Papers is twofold: 


1. to present a general economic review of 1964, bringing together in one 
place and in convenient form some of the more comprehensive indi- 
cators of economic conditions prepared by the Dominion Bureau of 
Statistics, the Bank of Canada and other Government Agencies, 
together with brief comments; 


2. to present a preliminary review of the Government Accounts for the 
fiscal year ending March 31, 1965. 
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PART I 
ECONOMIC REVIEW OF 1964 
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The tables and charts in this Budget Paper are based upon estimates provided 
by the Dominion Bureau of Statistics, the Bank of Canada and other Govern- 
ment Agencies. Some of the figures appear for the first time; others have been 
published elsewhere. All 1964 estimates are preliminary and subject to revision. 
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ECONOMIC REVIEW FOR 1964 
GENERAL 


In terms of economic achievement, the year 1964 was a remarkable one. As 
we were often reminded, in 1964 Canada was in the fourth year of a cyclical 
upswing whose length in itself was unusual. This fourth year, however, was 
specially notable in the extent of the gains achieved in all major sectors. The 
total value of the production of goods and services advanced by about 9 per cent 
cent, which was the largest year-to-year gain since 1956. Nor was this gain 
unduly inflated by price advances, as has been the case on occasions in the past 
at high levels of activity. 


Moreover, the expansion was well-balanced, with consumers, investment 
and exports all contributing to the growth in demand, so that the economy at 
year-end was showing no signs of excesses or distortions. Most important of all, 
the level of unemployment was significantly reduced, particularly in the areas 
where it has been most serious for a number of years. This most welcome improve- 
ment occurred despite the fact that, mainly for demographic reasons, the Cana- 
dian labour force was expanding more rapidly in 1964 than in any year, save two, 
for which official statistics are available. 


The advance in GNP excluding the farm sector was even larger than for total 
GNP, rising by about 10 per cent. The agricultural sector in 1964 enjoyed a year 
in which the weather was again kind, on the whole, and the harvest was good as 
measured by the long-term average. But a second successive grain crop of the 
magnitude of the mammoth 1963 harvest could not be expected, and accrued 
farm income as recorded in the national product accounts showed a decline in 1964. 
Farm cash income, however, was substantially higher in 1964 than in 1963, and 
the farm sector as a whole shared in the rising incomes and prosperity of the rest 
of the nation. 


Higher employment levels and higher average earnings were reflected in 
the consumer expenditure pattern. Retail sales of all kinds have been brisk, but 
the most dramatic gains occurred in sales of consumer durable goods. About 
half the value of consumer durables bought in any year are new and used cars, 
and automobile sales in 1964 created new records in the course of the year. 


During 1964, the number of marriages increased quite sharply. Net immi- 
gration was higher. More people were starting family life in Canada in 1964 
than was the case in 1963, and more people were buying and moving into new 
houses. There was also an increase in the number of young people not yet 
married, who were setting up their own bachelor establishments in apartments 
for the first time. As might be expected, sales of furniture and other kinds of 
household durables rose considerably. Some people ran down their savings a 
little to finance these purchases, (even though total personal savings continued 
to increase substantially), while some others increased their instalment debt. 
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This was evidence of continued confidence in the outlook for jobs and income, 
confidence which appears to have been fully justified by events. 


The economic highlight of the year 1964 was the dramatic revision made 
by the business sector in its capital investment expenditure plans. The first 
survey of investment intentions, published in February 1964, showed that the 
private sector expected to increase its capital outlays (excluding housing) at 
approximately the same rate of gain as that achieved over the preceding two or 
three years. By the time of the mid-year review, published in July, the business 
sector had revised its expectations very sharply upward, indicating that private 
investment totals for the year were expected to reach a level substantially 
higher than the original forecast. 


The actual amount of capital outlays by the business sector in 1964 was 
close to the level forecast in the mid-year survey. The contribution made by 
investment expenditures to the economy was therefore strong, and was sus- 
tained through the year. These circumstances, and other evidence now becoming 
available on the outlook for business investment expenditure, indicate that 
private capital outlays have again become a dynamic element in the overall 
growth picture. 


Following the developments in 1964, we may regard the continued announce- 
ments of further additions to capacity as having another significance. Expendi- 
tures on machinery and equipment bring quick returns to the economy, as this 
equipment is put into productive service very rapidly. These increases in produc- 
tive capacity are then soon available to meet the rise in demand, stimulated by 
the investment process itself. 


Federal government purchases of goods and services advanced only slightly 
in 1964, and have played a less important part in the current business expansion 
than has been the case in the past. This, to some extent, has been a reflection of 
the changes that have been taking place in defence expenditures. Provincial 
governments and municipalities have continued to increase their purchases of 
goods and services. Continued population growth requires additional construc- 
tion of schools, hospitals, sewers, roads, and other forms of social capital, and 


also more people employed in education, health, and community services of all 
kinds. 


Exports, of course, played a very important part in the general advance of 
1964. Apart from the special wheat sales, there was steady growth in most of 
the major traditional exports, the products of our mines and forests. This was 
a reflection of continued strength in the foreign markets for our products. At the 
same time, there was a striking advance in some of the newer exports, especially 
manufactured goods. Exporters have been helped in this field not only by the 
lower value of the Canadian dollar in international markets since 1962, followed 
by relative cost and price stability, but also by increased use of export financing 
facilities. Much is due to the considerable enterprise and effort put into the 
expansion of foreign sales by Canadian producers in 1964. 


Wheat exports, expanded by the special sales to Russia which took place 
through the winter and spring of 1963-1964, contributed substantially both to 
Canada’s international reserves and to the general prosperity of the country. 
The cash income received by wheat producers as grain moved through commercial 
channels released funds for investment outlays in the farm sector, and also for 
some additions to consumption expenditure. Production and income in other 
sectors were thus affected by the export of wheat under the special contracts. 
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Imports also were higher in 1964. In any free and open economy, a rise in 
economic activity calls forth a demand for higher imports. This is particularly 
true of the Canadian economy, with its high degree of international specialization. 
The investment programme of 1964 naturally was accompanied by a rise in 
imports. The speedy installation of imported manufacturing equipment was an 
important factor in the expansion of production facilities to meet rapidly- 
growing demand. In this case as with many other products, the availability of 
imports at competitive prices acted to maintain price stability. 


The international current account deficit was reduced further in 1964 to 
$453 million, despite the sharp rise in imports, as both wheat and non-wheat 
exports expanded substantially. Even if the entire amount of the exceptional 
wheat shipments to the Soviet Union were to be deducted from exports in 1963 
and 1964, the current account deficits so computed would be of the order of $750 
million in both years, a considerable improvement over earlier years, particularly 
when measured against rising incomes and heavy outlays on machinery and 
consumer durable goods, which typically have a large import content. 


All of the recent improvement has been with overseas countries; the current 
account deficit with the United States widened considerably in 1964. In a 
subsequent section in this Review the broad pattern of financing our current 
account deficit is described. Briefly, the large current account deficit with 
the United States has, as usual, been covered only in part by a capital inflow from 
that country. The remainder has been covered by receipts from other countries, 
arising mainly from a surplus on current transactions, and from newly produced 
gold in Canada. On balance, over the postwar period, Canada has been a net 
provider of U.S. dollars to the United States economy. 


Some modest upward movement in the various measures of price change 
continued in 1964. These movements are discussed and analysed in later pages 
of this Review. The section on prices points out that there are technical problems 
associated with the construction of some price indexes, which may perhaps 
have the effect of causing an apparent upward drift in the general level of meas- 
ured prices, when it is by no means certain that true price increases have oc- 
curred. 


Price movements are an essential element in a free and dynamic economy, 
inducing as they do the necessary movement of men and capital among industries, 
among occupations and among regions. In Canada, the distances between 
labour markets, together with the shortages of some kinds of skills, must always 
be recognized as a potential source of price strain as the margin of unemployed 
resources diminishes. However, to the extent it is possible to derive statistical 
proof, Canada appears fortunate in having a relatively high degree of mobility, 
with both labour and capital responding fairly readily to price and cost move- 
ments. 


In this regard, and in other respects, it is therefore a fact of significance 
and for gratification that the greatest declines in unemployment which took place 
in 1964 were in the Atlantic provinces, Quebec and British Columbia. The margin 
of unemployment in Ontario and the Prairie provinces was of relatively small 
proportions at the beginning of 1964, and showed some improvement as the year 
wore on. Thus, the regions of high unemployment showed the most improvement 
over the year. Moreover, this improvement reflected not just a decline or stabili- 
zation of the labour force, but an important increase in the number of people with 
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jobs. This gives strong indication of overall and substantial improvement in the 
economies of these regions. These trends are encouraging, given our objective to 
attain maximum employment while maintaining the greatest possible degree of 
price stabilization. 


Outlook for 1965 

This record of a year of strength leads naturally to consideration of what 
may lie ahead. The evidence we have at present already suggests that the economy 
has moved into 1965 at continued high levels of activity, and there are indications 
that the present year will be one in which additional important economic gains 
are achieved in Canada. 


The outlook contains several significant elements of strength. Among 
these are the plans for continuing advance in capital expenditures in both the 
public and private sectors, and further increases in consumer expenditure in 
response to continued improvements in personal disposable income. The normal 
growth of government expenditures can be expected to continue. We cannot 
expect these elements of strength will be reinforced, as they were in 1964, by 
extraordinary gains in exports; nevertheless, exports should be well maintained 
by the favourable demand conditions prevailing in the United States and most of 
our overseas markets so that any decline which may occur in exports of wheat 
from the abnormal 1964 level should be offset by gains in exports of other kinds. 


The Investment Outlook 


The recent report on the investment outlook shows that total public and 
private investment in 1965 is expected to exceed that of 1964 by fourteen per 
cent. Therefore, it is now expected that 1965 will be the second successive year 
in which new capital formation has shown a strong tendency to expand from the 
relatively low levels which existed in earlier years. In those years public and pri- 
vate capital formation amounted to 22 per cent or less of gross national product, 
by contrast with the high figure of 27 per cent in 1957. If the forecast for 1965 
is fulfilled, a level of capital formation equivalent to more than 24 per cent of 
gross national product will have been reached. 


In addition to business capital requirements, which are discussed below, a 
large part of the current investment programme consists of housing and social 
capital. This is in part a consequence of the “‘population bulge”. The number of 
young adults in the 20 to 24 and the 25 to 29 age groups will increase very rapidly 
during the next five years: by 31 per cent and 22 per cent respectively, compared 
with 18 per cent and a decline of 2 per cent over the past five years. These groups, 
in particular the 25-29 group, provide a large market for new housing, which 
in turn implies more schools and municipal services. Moreover, both age groups 
are important buyers of durable goods and can be expected to undertake sub- 
stantial forward obligations at this time of life, in contrast to the relatively 
higher savings patterns that occur in middle age groups. 


Businessmen in estimating future markets and providing the capital facili- 
ties necessary to produce the goods and services required by such markets are 
undoubtedly taking these and other factors into account. In addition, there are 
important new capital requirements for export markets. The domestic ‘‘in- 
frastructure” of transport, power utilities and other services which are basic to 
the continued development of industry will also require substantial amounts of 
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POPULATION BY AGE GROUPS 
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capital formation. Some idea of the investment required by these basic industries 
can be obtained from the recent report on the investment outlook for the year 
1965. Manufacturing industries have reported investment intentions over one- 
fifth higher than in the preceding year. Finance, real estate and commercial con- 
struction is expected to increase by as much as one-third over 1964. Trans- 
portation, electric power and other utilities, retail and wholesale trades and new 
residential construction are all expected to increase their fixed capital invest- 
ments by one-tenth. It can be expected that businessmen will continue to add 
to their stocks of inventories more or less in line with the growth of commodity 
production. In recent years, inventories have been worked down to lower levels 
in relation to production and sales. 


Consumer expenditure 


Changes in the number of people in particular age groupings, as illustrated 
in the preceding chart, have important consequences for consumer durable goods 
purchases, for example in the sales of automobiles, appliances and other house- 
hold goods. These purchases expanded rapidly in the past year, but without 
excesses occurring in productive capacity or deterioration in the quality of 
credit issued in connection with these purchases. A continuation of this expansion 
is expected in 1965, although at a somewhat less rapid rate. At least some of the 
demands that had accumulated earlier may have been met in the buoyant situ- 


ation prevailing in 1964. 
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Government expenditures 


Provincial governments and municipalities are expected, on the basis of the 
budgets so far announced, to increase expenditures in 1965. Related in part to 
population growth, demands for municipal services and for provincial highway, 
power and other developments will increase. School and hospital programmes 
will be expanded. In addition to capital requirements, provincial and municipal 
governments have been increasing their current operating expenses. Total 
expenditures by these governments may therefore be expected to increase at a 
rate commensurate with that of the past few years, which is considerably in 
excess of the rate of increase in gross national product. 


Total federal government expenditures will increase at a slightly smaller rate 
than the gross national product. Transfers to provincial governments and 
municipalities and to persons through old age security payments and other health 
and welfare programmes will rise at a moderate rate. Outlays on non-defence 
goods and services are expected to increase as in the past year, while defence 
expenditure will remain relatively stable. 


The aggregate of all governments’ expenditures on goods and services is ex- 
pected to rise at a rate slightly more than gross national product in 1965, with 
little change in the share of that product devoted to public as distinct from private 
uses. 


Exports and Imports 


The outlook for exports is determined to an important extent by conditions 
in United States’ markets. The Economic Report of the President issued in 
January 1965, suggests a range of gross national product in that country for 1965 
of between $650 billion and $670 billion, the middle point of which would be 
approximately six per cent above the level of $623 billion achieved in 1964. 
Additional inventory accumulation over and above the very moderate levels 
of recent years, is also suggested in that Report. Translating these factors in 
demand for Canadian exports on the basis of past relationships, a substantial 
improvement in exports to that country can be expected in the coming months. 


There are, of course, several offsets to be expected in overseas markets. 
Wheat sales cannot be expected to be as high as they were last year when the 
special shipments to Russia took place, although sales to Eastern Europe and 
China are continuing. Exports to the United Kingdom will be affected by the 
measures recently imposed to deal with her balance of payments difficulties. 
The outlook in most European markets and Japan is, on the whole, favourable. 


Taking all of the above factors into account, the expansive factors are 
expected to more than offset the anticipated declines in certain markets. On 


balance, however, we would expect a smaller increase in exports in 1965 than 
last year. 


Imports will continue to increase. The closer the economy approaches limits 
of capacity in particular industries, the more it would be inclined to satisfy its 
needs from abroad, especially since another substantial increase is expected in 
investment in machinery and equipment, much of which is not produced in 
Canada. Offsetting these tendencies, of course, have been the continuing successes 
of Canadian producers in making inroads in new markets, both at home and 
abroad, through the development of new lines at competitive prices. 


On balance, it would be prudent to expect some widening of the current ac- 
count deficit in 1965, from the levels achieved in 1963 and 1964 when the massive 
sales of wheat had a substantial impact on the trade balance. 
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Demand and Supply 


The sum of these demand factors is expected to give rise to a further sub- 
stantial growth in gross national product, probably at a rate somewhat less 
than the exceptional rate of increase now known to have been achieved in 1964. 


Productive capacities in general appear to be adequate to meet the probable 
demands. There may be some supply difficulties in specific localities and indus- 
tries, which a high degree of mobility of both labour and capital would help to 
relieve. The labour force is expected to increase somewhat more rapidly than in 
the past year, as a result of the large number of new entrants in the younger age 
groups, many of whom will be coming on to the labour market next June. It is 
also expected that industrial productivity will continue to improve. In these 
circumstances of productivity improvement and high labour force growth, the 
increases in output required to meet the demands outlined above are clearly 
within the growing capacity of the economy. Indeed, the economy must continue 
to expand rapidly if all those who wish to obtain employment are to find Jobs. 


Conclusion 


These pages have contained an assessment of the outlook for the various 
sectors of the economy in the year ahead. In each case, some further expansion 
of expenditures appears likely. Some sectors may grow more rapidly than others, 
and the overall picture is one of rising but not excessive outlays. Productive 
capacity, in terms of both labour and capital equipment, will be larger in 1965 
than it was in 1964, so that the increase in demand will be accompanied by higher 
levels of domestic output. While the record gains of 1964 may not be matched, 
good progress can be expected in the months ahead. Within a framework of 
continued relative stability of cost and price levels generally, and with the 
expectation of continued strength in our foreign markets, the Canadian economy 
as a whole should move forward to new and higher levels of activity in 1965. 


THE NATIONAL ACCOUNTS 
NATIONAL INCOME AND PRopUCcT 


The Gross National Product is the most convenient measure of the country’s 
production of goods and services as a whole. Gross National Product in 1964 
rose more rapidly than in any previous year of the present upswing. Comparing 
1964 with 1963, labour income, corporation profits and investment income 
advanced strongly. Details are set forth in Table 1 and are shown graphically in 
the charts on page 4. 


The level of non-farm activity at the beginning of 1964 was already high, 
and a further substantial advance occurred during the first quarter. Gains 
during subsequent quarters were less marked but the advance continued through- 
out the year. 


PER CENT CHANGES IN MAJOR INCOME COMPONENTS® 


3Q 1963 4Q1963 1Q1964 2Q 1964 3Q 1964 1964 
t 


to to to to fe) 
4Q 1963 1Q1964 2Q1964 3Q1964 4Q1964 1963 


Abou INCOME shane tees 8.4 10.2 6.5 10.5 ow 8.7 
Corporation Profits before taxes and 

before dividends paid abroad...... 24.8 39.4 —11.1 —8.2 46.1 NO 
Investment incomen..ce. sen cien sec 10.8 3.0 4.0 —0.5 MP4 5.9 
Net Income, non-farm unincorporated 

IDUBINCSSar esters ct ee eee eee 1.3 7.0 Dae 6.2 —4.9 4.7 
Gross National Product............. 13 11.7 6.7 6.1 5.3 8.9 


Seasonally adjusted, and percentage changes expressed at annual rates. 


As a result of these developments, the Gross National Product was 8.9 per 
cent higher than it was in 1963. 


The gain in wages, salaries and supplementary labour income, which 
amounted to 8.7 per cent, was accounted for by higher employment and lower 
unemployment on the one hand, and by the continuing secular uptrend in 
wage-rates, on the other. Increases in total earnings were over 9 per cent in 
manufacturing and construction, and in the primary industries as a group they 
amounted to 6.6 per cent. In the service sector, earnings in finance and personal 
services rose by 12.5 per cent. Transportation, communication and other utilities, 
together with public administration, recorded gains of about 6 per cent. 


The sustained strength in labour income has been accompanied by a generally 
higher level of profits. Corporation profits, before taxes and before payment of 
dividends to non-residents, were 14.6 per cent higher than they were in 1963. 


48 


49 


*srau0rz1}oRid [BuOIssejoid yuepusdapul JO oUIODUL Jou SOpPNTOUT (e) 

‘g10}¥I0d0 UII] JO PUIOOUT You panioov Jo SoINSYy poysn{pe AT[BUOSves OY} USATZ oq 4OU P[ROYS wOrzezoIdJozUL UB asTOoId 00} ‘s}udTTOIe Areljiqie oyy JO esnvoeg =“SmId}I 
YOOISOAT] UL VsUvYO OY} PU SH0}S ULIL] WIOI] ULVIZ Jo S[RAVIPY}IM OJ SjusUTYSN[pv [VuOSBeS Pl¥pUe IS pus uorjzonpoid dodo jo suryyoours Arelzpiqie ue Sopnypouyz) 
“W941 STY4 0} B[qQvorI[dde xe} SuIpfoyy yA oy} Sepnyouy 7) 


ee ee ee ee Se a SS SS SS eee SS eee 


(Z19 ‘9F) (096 ‘Sh) (¥00 ‘SF) (8FS ‘FP) (408 'ZF) (421 ‘ IF) (ZS8 ‘OF) (OFF ‘OF) see eee es es 6 0 eee. 6 Shae ed ee ee (S1078 
-1edQ WIV] JO eUODUT YON panso9V Surpnyoxe soog JoYIVL 7B JONPOIg [VUOTYN SsOlH) “FT 


9TO°SF | 26E°LF | F89°9F | OCE‘SF | CI9‘FF | S8E°ESF 


Zel— 0s— 9I— ZS FFI— 261— @ wee 0 (ea eh akd) © cele © a 0/6 sr ee ee eee Si ehe. abe wife te! Clore Sieh waaie llores '* aie 9} BUITISO jo IoOIIO jenpisey Al | 
0rL‘S | 9639'S | OSes | ZIS‘S | G6e‘°s | O9T'S SJUSUIYSN[ ps UOTYENYVA SNOoURT[OOSIU PUB SeoUBMOT]S UOIZdUINSUOD [VIIdED “TT 
PPE ‘9 00¢ ‘9 Ore‘9 OFT ‘9 ZG) ‘G 09'S a ey ere eee ee eee “sorpisqns SS9] soxe qooltpuy OI 


¥90°9E | 92E°SE | OSL*FE | OTe‘FE | CT9‘SE | O8L‘ZE 


were onnere oe Sep cto, teen “+++ gggHg JOHIRAL JV JON Por [RUOeN Ssory “eI 


RO eS OO Sea pole MS ac PS AO Tha Lae aS ieee gulooUy [LUCHEN “6 


OFI— 88 Z266— 0FI— 88sI— FFI— pipes Ge ete ol ahs ae reser SPR cocina: quourysnipe woryenyea AIOYUIAUT *g 
26S‘Z | #69'S | H8G°% | 8FS‘Z | FOS‘S | 96h'S oo eS pe gy ee ee ( SSOUISNG poyeOdsOoUTUN ULIBJ-uOU Jo BMIODUT YON “ZL 
port | zer‘'t | og9‘T | zg‘ | 908‘T | ¥99'T “+++-+++@uorjonpord UIE} VIO] S1OJw1edo WHI] JO BULOSUT you PenIDdy “9 
sse‘s | 8h‘ | 9s°s | 02c's | 96I°S | ZIT’ ew ee Ccschan tac 2 SS" QUIOOUT JUBUTSOAUT SNOSUL][IOSTUL PUB ‘YseroqJUT ‘QUE “¢ 
SO lanl O89 ean ||| SOSee em Vo0en aig SSO se |e O0d ne? (yS}USpIsel-uou OF pred spueplArq :jyonpeqd “P 
088'h | 928'b | 897'b | 969°h | FSI‘H | OF6'S ie Gn. a a SaxBy o10Joq syyoid uoryerodioy “¢ 
009 P83 VAS GL 869 96S oe! m8 m0. 6 eue.6 OFe of a Os). Gp) 8 6. ee Siete gs SodUBMOTI[V puv Aed AICI W “4 

I 


SBI ‘FS | HOL‘ES | OOT‘EZ | ZEL‘ZZ | S9T‘ZS | ZIL‘IS Ede ori oe ae ‘+ +*-guroour Inoqe] Arvyuoureddns pue ‘sarreyes ‘soov AA 
(Sre[[Op JO SuOTTITT{) 
OF cl — OFS ba OG gl S08 Oy. le G8 “Ny Oce9 be Oi 


(soqzer penuue ye poysnipe A][euosBeg) 
LONGOUd TVNOILVN SSOUD GNV AWOONT TVNOILVYN 


T ATaAVL 


50 


The substantial gains recorded in non-farm income were offset slightly by 
a drop in net income of farm operators. The decline in farm income, which 
amounted to 14.7 per cent, was a reflection of the return to more normal crop 
levels in 1964 from the record prairie wheat harvest of 1963. The 1964 level of 
farm income, in itself, was rather higher than the average of the past decade. 


It may be noted that the fall in net farm income recorded in Gross National 
Product did not reflect a fall of similar proportions in farm cash income. Net farm 
income in the National Accounts is calculated on an accrual basis, with the new 
crop being recorded as income when it is harvested. Also included in this item 
are the accrued net earnings arising out of the operations of the Canadian Wheat 
Board. Farm cash income, which represents the actual cash receipts of farmers 
(excluding some supplementary payments), rose from a total of $3,185 million in 
1963 to $3,456 million in 1964, a rise of 8.5 per cent. This rise was partly due to 
the payments made by the Canadian Wheat Board to the farmers through the 
winter and spring months of 1963-64, as grain moved rapidly into commercial 
channels. 


Total non-agricultural output in the economy, in volume terms, was 6.7 
per cent higher in 1964 than in 1963. Sharp gains occurred in the transportation 
industries, which advanced by 10 per cent, reflecting the high level of activity 
in the handling and shipment of goods for export, particularly wheat. Output 
of the electric power and gas utilities, a useful guide to the level of industrial 
activity generally, was nearly 10 per cent higher. 


Among the goods-producing industries, forestry output recorded a gain of 
over 8 per cent. This was associated with a comparable rise in exports of forest 
products. Mining output rose by about 9 per cent, and manufacturing output by 
nearly 8 per cent. Because of the major part played by manufacturing in the 
economy, this gain accounted for about one-third of the aggregate increase in 
output. Much of the increase reflected a substantial gain in output of motor 
vehicles and parts, and expansion of iron and steel production. Output in the 
construction industry, which was heavily influenced by the winter housing in- 
centive programme, was high in the first and fourth quarters of 1964 (on a season- 
ally adjusted basis) but at somewhat lower levels in the second and third quarters. 
For the year, the advance in construction was over 9 per cent. 


The high levels of manufacturing output, and specifically the gains in output 
of automobiles and iron and steel products, give some indication of the growth 
which has occurred in the economy since 1961. Total manufacturing output of 
durable and non-durable goods rose by 30 per cent between the first quarter of 
1961 and the fourth quarter of 1964. Production of durable goods rose by nearly 
40 per cent during this period, with production of primary iron and steel being 
72 per cent higher. The advance in output of motor vehicles which was curtailed 
due to strike conditions in the fourth quarter, had risen by 126 per cent by the 
end of the preceding quarter. 


National income and product in the fourth quarter recorded further gains, 
giving final 1964 totals substantially higher than the 1963 levels. Such price 
movements as have occurred (discussed in greater detail below) have accounted 
for only a small part in the overall advance. The degree of soundness and strength 
revealed in the course of 1964, coming as it did in the fourth year of a cyclical 
expansion, was notable not only for this reason but also because the economy at 
year-end was exhibiting no significant signs of distortion. The generally balanced 
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growth characteristic of the earlier part of the expansion continued through the 
year. Supply and capacity were, on the whole, able to meet the demands placed 
upon them. The 1964 developments on the expenditure side of the accounts are 
reviewed in the following section. 


NATIONAL EXPENDITURE 


All major components of demand continued to expand during 1964. The 
following table summarizes the course of events through the year and compares 
the quarterly level of expenditures in the various sectors with the level recorded 
in the preceding quarter. 


PER CENT CHANGES IN MAJOR EXPENDITURE COMPONENTS” 
3Q 1963 4Q1963 1Q1964 2Q1964 3Q1964 1964 
to to to to to 
4Q1963 1Q1964 2Q1964 3Q1964 4Q1964 1963 


Personal expenditure......... 1.9 Eo 0.7 ee, 1.6 7S} 
Non-durables............ 0.5 2.0 ere ibsies 205 6.3 
Durableshe® view ate (a5 4.2 —3.5 7.2 — 6.6 10.4 
Services £288 occ soos Be 1.9 re 0.7 1.4 2.9 7.8 

Government expenditure..... OF Gti) — 0.5 O02 2.9 dae 
Federale. eis oe ect — 2.7 8.1 — 5.2 0.7 — 0.7 3.5 
Provincial-Municipal..... te 4.0 one — 4.9 9.4 

Investment expenditure...... 4.3 11.3 — 1.3 — 1.2 7.6 18.1 
Resid ential ete ee 5.8 18.8 —12.3 — 1.9 13.7 18.4 
Non-residential.......... 2.6 7.0 2.5 4.1 6.3 17.9 
Machinery and equip- 

INON'G ciao terest 5.0 9.6 2.0 — 5.5 5.5 18.2 
Exports ae eehawerie: asas teks 8.2 207 6.1 1.4 — 3.3 15.0 
Total final demand.......... 3.0 4.3 11 122 1.8 10.2 
Total final demand ex im- 

portseten:. SR. ze 2.9 3.7 1.6 165 1.6 9.6 

In'ventories#nar cect ce +$%44m —$1200m —$ 4m —$ 60m —$156m —$1llm 

Businesssonl vais. once oe +$252m +$ 72m +$ 44m +$188m —$756m +$310m 


(Quarterly magnitudes seasonally adjusted. 


In the personal sector, total expenditures in 1964 were 7.3 per cent above 
the level recorded in the third quarter of 1963. During the year, the other- 
wise steady quarter-to-quarter gains were marked by a pause in the second 
quarter, when the total changed little from the high first-quarter level. The 
second-quarter total of expenditures was affected by a marked fall-off in consumer 
purchases of durables alter the sharp gains of the earlier months. This pattern 
was associated with the unusually high level of activity in residential construction 
in the first quarter, as a result of which employment and consumer demand in the 
winter months were greatly increased in comparison with the traditional seasonal 
pattern. Further increases of the same magnitude in employment and expendi- 
tures in the second quarter could not be expected. Third-quarter purchases of 
consumer durables, however, rose again as consumer demand remained very 
strong. The supply of new cars during the annual changeover was, in 1964, 
adequate to meet high levels of demand, while purchases of other kinds of 
durables were stimulated by the high rate of residential construction. However, 
unavailability of some models of automobiles, due to strikes in the industry, 
resulted in a renewed decline in the fourth quarter but the year-over-year gain in 
durables expenditure was more than 10 per cent. A strong gain in the purchase 
of services was also evident, although a temporary levelling-off occurred here 
also in the second quarter. 
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TABLE 2 


PER CENT CONTRIBUTION OF GNE COMPONENTS TO TOTAL CHANGE 
IN GNE—THREE POST-WAR EXPANSIONS 


LEED 


2Q 1954 1Q 1958 1Q 1961 
to to to 
4Q 1956 1Q 1960 4Q 1964 
aoa (10 quarters | (8 quarters | (15 quarters 

after after trough) after 

trough) (revised ) trough) 
Personal expenditure on consumer goods and services........ 43.6 48.9 54.3 
IN OT-CUnAD Le GOOUS Noctccis eerste oer to Nedra er era 18.8 17.6 ane, 
Daurahleigoodse. aemeciieiscie mee erate Cire ee 7.0 4.8 7.8 
Services. 2s Mee RS RE ELE ae eis ote statins sia 17.8 26.5 eles 
Government expenditures on goods and services............- 15S 15.5 15.6 
VTi lo Le) haere eRe Scan ae OI OER Cio LITO. 9 CORO ede -1.6 1.2 
Provincial'and Municipal: co cen ke ee eine = eee Si 10.9 17.0 14.8 
iINew resid ential construction asc ades enesarairretasmeteeee re ee Biff —0.7 6.2 
New non-residential construction. ......-.06-.2.s5s2eeceeeeee 16.1 —4.9 9.1 
New. machineny and equipmenti.s..cc- seameai--1 ae i ieee 11.8 Dad 9.8 
Non-farm, DUSINesS IN VentOrieSsccat es cin sere tte see siee States sie 1G} 33.8 —2.3 
Farm inventories and grain in commercial channels.......... 7.4 3.6 4.4 
Hxports Ol LOOds and ‘SerViCES), seen score chet were ere wate ete oe eis 17.6 19.9 26.6 
Imimorts ofgoodsand services (=n snes acm emies «ees te siewisatne —31.0 —21.8 —23.7 
GIN E(@xe CERO) starsjeicclorsyarecsl sin oar saa gis tana era atbeeigy A cate eset es oe 100.0 100.0 100.0 


Government sector expenditures on goods and services rose by 7.3 per cent 
between 1963 and 1964. Federal expenditures were up by 3.5 per cent and 
the first-quarter figures were affected by the purchase of some major items of 
defence equipment and by a number of other outlays of an unusual or non- 
recurring nature. Reductions in defence expenditures over the year were slightly 
exceeded by increases in non-defence expenditures, while at the provincial- 
municipal level there has been continuing growth of expenditures on education, 
roads and highways, and health services. 


Total investment outlays in 1964 were, of course, heavily affected by the 
pattern of residential construction activity. The payment of a $500 bonus to 
purchasers of winter-built housing, among other factors, stimulated house- 
building in the first and fourth quarters, so that this form of expenditure (sea- 
sonally adjusted) experienced a decline from the first to the second quarter and 
remained relatively low in the third, rising again in the fourth. The reintroduction 
of the special measures in the winter of 1964-1965 resulted in a strong upturn 
in housing expenditures in the fourth quarter of 1964. 


The timing of outlays on plant and equipment was also influenced by special 
factors in 1964, including the application of an additional 4 per cent sales tax on 
building materials and production machinery at the beginning of the second 
quarter. Total investment activity in 1964 was high in the first quarter, with 
some decline occurring subsequently .The third quarter level, however, was 13.2 
per cent above the level of the third quarter 1963, and there was a very strong 
rise again in the last quarter, which carried investment for the year as a whole to 
a level 18.1 per cent higher than in 1963. The fourth quarter total was influenced 
by the special factors ruling at the end of the year, notably the renewed housing 


incentives and possibly some anticipation of the final increase in sales taxes on 
January 1, 1965. 
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The export sector (discussed in greater detail below) was a major source of 
strength in 1964. Wheat exports were, of course, heavily affected by the 1963 
crop failure in Russia, as a result of which both Russia and other countries 
normally dependent on Russia for some part of their wheat supplies entered 
world markets as major buyers. Exports excluding wheat, however, also increased 
substantially in 1964, reflecting high levels of economic activity in the United 
States and other principal markets. The movement of wheat into export channels, 
by its effect on farm cash income, contributed to the rise in consumer purchases 
and also to expenditures on new machinery and equipment. Other industries 
in the export sector also undertook expanded investment programmes in the 
course of the year. 


Business investment in inventories through the year showed a fairly regular 
quarter-to-quarter gain, until the fourth quarter when the accumulation was 
small. This advance represented about a 3 per cent rise in the total level of non- 
farm business inventories, compared with an increase in non-farm GNP of about 
10 per cent. 


The change in total non-farm inventories through the year was the sum of 
many changes in the various sectors. Some of these changes were offsetting. In 
the third quarter, for example, retail inventories declined while manufacturers’ 
inventories rose. This shift reflected the circumstances prevailing in the auto- 
mobile market in the summer of 1964. The sustained record levels of automobile 
sales caused a heavy depletion of retail inventories during the changeover period, 
while manufacturers built up supplies of new models in anticipation of a con- 
tinuation of record sales into the fourth quarter. This buildup, however, was also 
in part due to expectation that supplies of components might later be interrupted 
by strikes. To some extent, this factor also contributed to a buildup of supplies 
of some kinds of steel at the manufacturers’ level. 


Inventories are by nature a highly volatile element. On the whole, develop- 
ments since the fourth quarter of 1963 seem to reflect attempts by industry to 
raise the level of their inventories; these attempts, however, have been offset 
by the sustained overall level of demand in the economy, and inventories at 
the end of 1964 were still relatively low compared to sales levels across a large 
part of the economy. 


Tables 2 and 5 analyse the movements of expenditure components over 
three postwar expansions. At the end of 1964, the level of economic activity had 
‘been rising through fifteen successive quarterly periods. The preceding two 
cyclical upswings, that of 1954 to 1956 and that of 1958 to 1960, had lasted ten 
and eight quarters respectively. Table 2 reveals the relatively greater importance 
of the export sector in the current growth trend, compared to the two previous 
cycles. It also indicates that additions to non-farm business inventories have so 
far not contributed to the expansion of demand. Consumer expenditure, notably 
on goods, has played a rather stronger role in the current expansion than pre- 
viously, while the government sector has been unchanged in relative importance. 
Private investment outlays have contributed more strongly to the present up- 
swing than they did in 1958-1960, when investment activity failed to expand with 
the rest of the economy. Private investment spending, however, remains sub- 
stantially less significant than it was during the capital expenditures boom of 1954- 
1956. 
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GROSS NATIONAL EXPENDITURE 
AND SELECTED COMPONENTS, 
IN CURRENT DOLLARS” 
BY QUARTERS, 1953-1964 
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Table 5 shows the growth of components of Gross National Expenditure from 
a rather different viewpoint. This table compares the average annual rates of 
growth in both total expenditure and its various components during the three 
post-war cycles. Total expenditure in the current upswing has grown at an annual 
rate of 8.8 per cent, compared to about 6.9 per cent in 1958-1960, and 11.7 per 
cent in 1954-1956. Real non-agricultural gross domestic product, which provides 
a measure of output in constant dollars and excludes the irregular impact of 
crop conditions, has grown at a rate of about 6.0 per cent since 1961. Government 
expenditure on goods and services, at 6.9 per cent, has grown less rapidly in the 
current expansion than in 1954-1956, but moderately faster than in 1958-1960. 
Private investment outlays have grown much more rapidly since 1961 than in 
1958-1960, but more slowly than in 1954-1956. Exports again show up as a 
source of strength in the present expansion. On the whole, the expenditure com- 
ponents viewed on this basis indicate clearly the more balanced nature of the 
current period of growth. 


TABLE 5 


CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE 
OVER THREE POST-WAR EXPANSIONS 


1954-1956 1958-1960 1961-1964 


Average annual per cent change 
over period of expansion 


10 Quarters 8 Quarters 15 Quarters 
after 2Q after 1Q after 1Q 
1954 trough | 1958 trough | 1961 trough 


Personal expenditure mearaa tld toe relevent ators 8.2 5.6 Goal 
Non-dur ables Shoe Bis cakcsdc cose he cate SOT RENO GR 6.6 8.9 6.6 
BB tlt) 1 PERI CAY CPSC LO FO Ne ORI SOIT oO es Heroes 10.9 4.7 9.6 
SET UUCES e 5 crore epee ee ote oR a one oreo nere eleere aie aks i Gneronees 9.6 8.4 7.0 
Government expenditure on goods and services............-. 10.5 Ga2 6.9 
Pederill x 3. ca ree Oe OE ee 5.8 —1.3 1.8 
Provincial, andi Mimicipal te. me cess faa Ace eects eee or ae ee 16.1 13.0 10.8 
New residential construction. .&...¢0:e.. sete ese sens ch oes 9.6 —1.0 13.8 
New non-residential! construction. ..4,.4.-- 44 ote se na oh free oss 29.2 —4.1 sleeel, 
New machinery and:equipment).) es... eae ee ene eee 17.8 oa) 12.1 
Non-farm business inventories. .> ass-.-c-crae = Aare ee (+$454 m) (+$806 m) —$ 70 m) 
Farm and grain inyenbories.4 jaser sett a cee iets (+$222 m) (+$ 86 m) (+3138 m) 
Exports of zoodsand services, ana. . see «ge eae ee Sn ae <i) re 10. 7.5 i o8} 
Imports of goodsand!services......c20-.. 0 se sees eae eo 16.6 tail 8.9 
Gross National Expenditure at Market Prices............... tae 6.9 8.8 
Final Demand: (ex inventories) © ccs eo te ee See nes 10.7 5.0 8.5 
G.N.EY in: Constant (957) Dollars 4) ne ne ne ee 8.6 4.4 6.6 
Real Non-agricultural Gross Domestic Product............. 8.6 Adi 6.0 
Per Capita G.N.E. in Constant (1957) Dollars.............. 5.4 2.0 4.5 


PERSONAL INCOME AND ITS DISPOSITION 


Personal income in 1964 reached a level some 6.8 per cent above that 
recorded in 1963. Wages, salaries and supplementary labour income, after 
adjustment for seasonality, rose in each quarter of the year, with the gains in 
the first and third quarters being greater than the gains in the second and 
fourth. Net income of non-farm unincorporated business rose by 4.7 per cent 
during the year, while interest, dividend and net rental income rose by about 
5.8 per cent. Transfer payments to persons were 8.3 per cent higher in 1964. 
These developments are set out in detail in Table 6. 
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Farm net income, which is subject to sometimes extensive fluctuations due 
to changes in the market conditions and in crops, reached $1,828 million (annual 
rate) in the first quarter, but declined to $1,276 million in the second, and 
to $1,108 million in the third and increased to $1,236 million in the fourth. The 
explanation for this pattern lies in the timing of payments by the Canadian 
Wheat Board to farmers. These payments, associated with the rapid movement 
of wheat into export channels in 1963, had been sustained from mid-1963 into 
the first quarter of 1964. The decline in these payments in the second quarter 
was reflected in net income of farm operators. As a result of this development, 
total personal income recorded a decline in the second quarter. The upward 
movement was resumed in the third quarter. 


Personal disposable income, which is taken as personal income less personal 
direct taxes, rose sharply in the first quarter, fell in the second and moved up 
again in the third and fourth quarters. The second-quarter decline reflected 
the drop in personal income which occurred at that time, associated with the 
timing of payments by the Wheat Board discussed above, and also a rise in 
personal taxes paid. In all, personal disposable income in 1964 was 5.8 per cent 
higher than in 1963. 


Consumer expenditures in 1964, and particularly expenditures on durables, 
increased more rapidly than they did in 1963. Purchases of non-durable goods 
were 6.3 per cent higher than in 1963. Purchases of durables were 10.4 per cent 
higher. All major classes of consumer durables contributed to the increase, with 
expenditures on new and used cars rising by 11.5 per cent. The 1964 advance 
in expenditures on appliances and radios was 8 per cent, and on furniture 6 
per cent. Consumer outlays on services rose by 7.8 per cent, and total consumer 
expenditures were 7.3 per cent higher. 


The seasonally-adjusted quarterly pattern of consumer expenditures in- 
dicates that total outlays advanced during all four quarters. The second-quarter 
decline in personal disposable income was however, reflected in a moderation in 
the quarter-to-quarter rate of advance in total consumer spending. Outlays on 
non-durable goods rose in each quarter, as did purchases of services, but ex- 
penditures on durables fell in the second quarter from the first-quarter level, and 
again in the fourth quarter after a very strong third quarter. 


Personal net saving in 1964, at $2.2 billion, was 11.6 per cent lower than a 
year previously. Personal saving, which is the difference between personal dis- 
posable income and personal expenditure on goods and services, takes the form 
of accumulation of a wide variety of financial and real assets: bank deposits, 
securities, insurance, equity in real estate, and so on. Personal saving by defini- 
tion also covers any changes in inventory holdings of non-corporate business, 
including agriculture. Accordingly, large shifts in farm inventories, which may 
reflect changes in the level of crop production from one year to the next, affect 
the level of personal saving. Excluding farm inventory change, personal saving 
in 1964 was nearly $2.3 billion, compared with rather less than $2.2 billion in 
1963. Personal saving, excluding farm inventories, amounted to 7.2 per cent of 
personal disposable income in 1964. 


INVESTMENT AND CAPITAL EXPENDITURE 


A rapid upsurge in public and private capital formation occurred in 1964. 
Both housing construction and business capital spending on construction, 
machinery and equipment increased by 18 per cent. Capital investment by 
government departments increased by 15 per cent. The above increases brought 
the total of public and private investment over the $10 billion mark for the 
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first time. After allowing for price changes, the volume index of total investment 
exceeded the previous peak reached in 1957. It appears that these increases 
marked the emergence from several years of under-utilization of structures and 
equipment. The value of public and private capital formation amounted to 23 
per cent of GNP, in comparison with less than 22 per cent of GNP in the previous 
three years. This ratio was well below the peak of 27 per cent which was reached 
in 1957. 


An industrial breakdown of the 1964 investment programme is given in 
Tables 8 and 9; it will be seen that manufacturing was a principal contributor to 
the increase. 

TABLE 8 
PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


— 1960 1961 1962 1963 1964 
(Millions of dollars) 

Agriculgine andwishingeraee sc: ackas seems 550 576 663 762 820 
HOTESLE yee ee Rhone AA eeOE ee Se HER eee ee 54 50 54 60 73 
Mining, quarrying and oil wells................<... 400 449 480 521 633 
Manttacturing.< 25 ..cs cauvacs sonia Ook ee 1,178 1,085 1, 269 1,358 1,815 
Electric power, gas and water works............... 688 710 723 764 881 
Transportation, storage and communications....... 1,084 988 878 1,007 1,196 
Construction industrytse sy... case nes teas eee. 130 136 109 135 151 
Trade, finance and commercial services............ 875 847 860 918 996 
Enstitutionsy. sock obeties nee vai eebio Bae om eae ee 573 617 834 873 766 
ELOUSING: 4 fect a ate ene oe hier Rae oe ee ene 1,456 1,467 1,587 1,713 2,028 
Government departments... ec. 105 \ sane cme cae ee 1,274 1, 247 1, 258 1, 282 1,468 

Total Capital Expenditure™................. 8,262 8,172 8,715 9,393 10,827 


Total Capital Expenditure as a percentage of 
Gross National Expenditure :).49. see sence 22.8 21.8 Die 21.8 23.0 
Index of total Capital Expenditure in constant 
(1957) collage: ee im Dc visde set GEHE & Rinses ele Wass Gunbet ee 90.2 89.5 93.1 97.3 108.5 


For reconciliation with Business Gross Fixed Capital Formation in housing, plant and equipment 
as per national accounts, see below. 


—- 1960 1961 1962 1963 1964 


(Millions of dollars) 


Private and Public Capital Expenditure, Table 8... 8, 262 8,172 8,715 9,393 10,827 
Deduct: 
New residential construction by governments.. 13 9 10 6 74 
-resl i sonstruction by govern- 
Ce Se ee eee 1,420} 1,368] 1,562}  1,609/ 1,640 
achi d ipment outlays by 
Se eens oe 137 160 183 187 212 


Business Gross Fixed Capital Formation in Hou- 
i x : Yqui t—National Ac- 
ae eee wictehahd dak etic 6,692 6, 635 6, 960 7,591 8, 968 


a nn oo Les 


96408—95 
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TABLE 9 
PERCENTAGE INCREASES IN CAPITAL EXPENDITURE BY INDUSTRY 


ie 
NE ————————————————————————————————___ nnn 


Capital 

Expenditure 
Percentage asa 

— Increase Percentage of 

1963-64 Total Capital 

Expenditure, 
1964 
/Apasrarikninit) Giitel atone sooapexponcocenopbbn sopsoc0 hous Maur apoB MEIOC Ut 7.6 
Hoye A coppone oocuooradeccnd HE ob ODO UU Up eGnaS oahdo Cp ounce uCmonte DA Neth Ong 
Mining, quarrying and oil wells..............-+ sess ensenee cere eee e renee 21.5 5.8 
WE INEPT Aneto ncn DyDoonGS OOHo.JonmeDOOt phd Ongnmn ognd amon cone BBled 16.8 
Electric power, gas and waterworks... .+...........0seerncensceseseees 15.3 8.1 
Transportation, storage and communications...............eeeeeeee eens 18.8 11.0 
Wonstructiontin dus bieyevsecnircescis etre catcher tree eae iets raietec tre Beater 11.9 1.4 
Trade, finance and commercial SeRVICES.5 > «cei eis sles « sae sales ace 8.5 9.2 
| Hovya ka buatovelshomt ay creas lacie aig rae fone oo cuc smo ae Mr CO on moran Sone T —12.3 ail 
EX GUSiM Orestes eerie ele otoe acters cer sis ter aistetate lala keeper Gshs.atecsvateieece iris overs 18.4 18.7 
(GovernmMen (Gepar bin en Usiescmrteis cease ashes ke cysie is loreieys ctel eh exeuelotoner lager ores asors 14.5 13.6 
BIN tigate = ctashe ister avelana’ snot aaa ee bole xsiohe SM era oman eva «Oe oraietteveahe 1573 100.0 


BusINEss CAPITAL 


In 1964, all categories of business capital investment increased. ‘The 
manufacturing sector experienced the greatest relative upsurge in capital out- 
lays. These increased by 34 per cent over the previous year, compared with 
a gain of 7 per cent in 1963. Within the manufacturing sector, capital expenditures 
increased by 84 per cent in the textile industry, 61 per cent in the paper and 
allied industries, 72 per cent in the transportation equipment industry, 41 per 


TABLE 10 
INVESTMENT AS A PERCENTAGE OF GROSS NATIONAL EXPENDITURE 1948-1964 


Total Private Business 
— and Public Housing and Investment 
Investment |Social Capital] Private and 
Public®) 
ee rr eK IR nicl Anna to, beh eI Hee dbs ME 20.4 7.8 12.6 
LGA: asses sae atc fais ety Vath voi, 413 ilo eaeiepdal« tees te PR a PA 8.7 13.0 
OBO pee coterie ying oa ets ieye sitio oot eee oo rae enemies 2 21.9 8.9 13.0 
Lei eee Or ore Oe Heo Ta, pocee aL Rare. 22.4 8.6 13.8 
LDS Die Bs rare ate, vias xa sey siex eis ev teaslegaisi spor onsres Pee ea MISE EC ERE 22.9 9.0 13.9 
LOG Sirrsle caer crtisiere tele aieiots ssyatere Save ai abe hs eee eae ier ee 23.9 9.4 14.5 
LE a Perce cararttig-ccRoneete one col teav Tans oe tekst ahd Man ietetonent Renee eae 23.0 9.6 13.4 
LOD Dnrsatren cies: < io SIGE Mae es occcthe deere cenh 23.0 9.8 13.2 
LOB os crete vaaroy Mee oie et eo lense ee gee Cee 26.3 9.9 16.4 
MOD TEE sa 'e.y:c do lat aeatels ier iaes eats od Stebel Tee ae Pe okey eas tte ee Dal Se 9.6 Wer 
EO ROR REECE Ory Aah he Led Oe Ca eee Se A em, 2 5.4 10.6 14.8 
MD BD svacss Sraiara Mola =, Suars, Ata taste aa cain Beets dek chee ee aE cc ci sh cee 24.1 10.4 EY) 
OO aieca tas wie wa Ganka tere mei ei-« tunitetenstete apenas eae eee 22.8 9.3 13.4 
LOOMS ciniarcacho Tee Ses seagate aN te Ce Oe eR Cee 21.8 9.1 12.7 
SP - e CRPrt-r oO A PRET ee eT eh ee eee 21.5 9.2 12.3 
RUGS: «cts Hd. te et tea aM Sais: Sets oe ee SE 1.8 OVE AWA 76 
1 SD Te ace PL Fh eno AO Se ac 23.0 | 9.2 13.8 


| 


“ Includes housing, outlays by government departments, institutions and municipal waterworks. 
®Tncludes government business enterprises. 
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cent in primary metals, 45 per cent in non-metallic mineral products and 40 
per cent in the machinery manufacturing industry. Of course these large percent- 
age increases are in comparison with levels which had been relatively low. 
Certain indicators of the rates of capacity utilization in some of the above in- 
dustries suggest significantly higher rates in 1964 than in recent years. 


TABLE 11 


BUSINESS INVESTMENT AS PER CENT OF GDP) ORIGINATING BY INDUSTRY, 
SELECTED YEARS 


SS ee 
eewaNnmj"sayu0eE0—0@—==0—0—_—_—oaoaoT/wo0noTETSe eee 


— 1949 1955 1957 1963 1964 


PAR TICULCUIO:. cccusetontttn ae cient OT Aiea eos Sekine COR cs See ee 26 23 Ball 30 36 
Horestry.:. 4 fhe eens Sr Lae Ce ee ee 10 14 12 15 16 
Mining, quarrying andor wellsee. seem eae eee tee ane 18 31 50 33 36 
Manufacturing x5, co. Septet elit Minor RN aS inn Ck 13 14 19 14 17 
WONgtruchiOnTANe dk. Mikes ah i aoe aT enol ed ae 7 13 8 7 7 
Transports tioncandustoragessoe see acne ee ieee eee 20 22 49 23 28 
Communications ata. ye settee ote Soctoante teenie eG anise 5 53 46 54 47 41 
Electric power, gas and water utilities...................... 105 78 108 61 62 
TUG isi. stovo cheap saseic, Pbaioaseea cis tah hs solo areMalers bieiats, 6 Leer ae Ettore ereaaL 9 10 9 7 6 
Finance, insurance and real estate®...............eeeeeeeees 7? 64 58 49 55 

Totaly cuca vrkcaceuintncien eomttceeee emecr ernre 23 24 30 23 26 


Sources: Tables 21 and 25 of Annual] National Accounts, excluding public administration and defence, and 
community service industries. 1964 calculations by Department of Finance. 


Gross domestic product at factor cost differs from gross national product at market prices by the 
exclusion of indirect taxes less subsidies and by the inclusion of net foreign factor payments such as net interest 
and dividend payments abroad. It is therefore a measure of the value of production of industries located in 
Canada whether or not they include returns to foreign investors. The above ratios were obtained by 
dividing new capital formation by value product in each industry. Further refinements in these data 
are possible and the above table should be used only to gain an indication of trends. 


Capital formation in finance, insurance and real estate includes new residential construction, and the 
product originating in the industry includes gross paid and imputed rents. 


Table 9 shows the changes in new investment between 1963 and 1964. As 
indicated, manufacturing, which accounts for about one-sixth of total new in- 
vestment, showed the largest percentage gain. As can be seen from the table, 
however, most other major industrial sectors also showed substantial increases 
in new investment in 1964. Although evidence is incomplete, it seems likely that 
the gains in investment in 1964 were associated with the extended gains in market 
demand, both domestic and foreign, which had been accumulating for several 
years. The increases in investment were also made against a background of credit 
expansion, and large flows of business savings in the form of undistributed 
earnings and capital cost allowances, referred to in other sections of this Review. 


The ratios of investment so far achieved do not appear to be high by histor- 
ical standards, as Table 10 shows. The present ratios compare quite closely with 
those of 1949 to 1955 as a percentage of GNE, but are well below the peak of 
1957. Table 11 provides additional industrial detail, with regard to historical 
levels and current levels of capital formation as a per cent of value of production. 
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


RATIO SCALE 


RATIO SCALE MILLIONS OF DOLLARS 
MILLIONS OF DOLLARS al | 1,000 
11,000 -— 

—| 10,000 
10,000 |- “he 
TOTAL PUBLIC AND 
a PRIVATE CAPITAL EXPENDITURE all 9 000 
9,000 |+- 
Le all 
+ 8,000 
8,000 |- 
7,000 
7,000 |- a 
fe BUSINESS CAPITAL ve 
(EX HOUSING) AA — 6,000 
6,000 |— Z 
(2 
4 é 
i Bi x pee ei 
“ SN ae — 5,000 
5,000 |— z MS Sue es ie seeesecett “orgs 
: Re 
HH 
Le / 3,000 
Ul 
A 
4,000 |— / 
/ 2,500 
~e Bo 
SOCIAL CAPITAL!) 
—_— 
ii) oe ee ee eae | al eaemn APs? Vey ert pre 
a 
us fe & 
te ae Me 
be ron 1;500 
1,500 ies is Ni es ’ 
ies Neate 
a 
ua 
ss 
a 
7 
1,000 \— | | | | | | | | {,000 
1953 1954 «1955S s«1956~—Ss«s957~=Sss'1958~=Ss«s1959-Ss«s1960—Ss«d9SI~Ss«d19SASss«d19GS_—s«dNHAP 


(1) INSTITUTIONAL SERVICES, SUCH AS SCHOOLS AND HOSPITALS PLUS GOVERNMENT DEPARTMENTS AND WATERWORKS, 


HouSsING AND SOcIAL CAPITAL 


Expenditures on new housing in 1964 increased nearly 19 per cent over the 
previous year. This increase was as large as that realized during the three-year 
period 1960 to 1963. Both demographic and economic factors account for these 
increases. The chart of population by age groups shows that there are rapidly 
increasing numbers in the 20-24 and 25-29 age groups who normally establish 
their own households. In addition, higher incomes in general have permitted 
“‘un-doubling” of composite families, with older members and relatives apparently 
able to afford accommodation of their own. These factors may account for the 
rising proportion of apartments and multiple units which now amount to 
over 50 per cent by volume of all new housing construction. Thus, both new 
“family formation” by way of additional marriages and ‘“‘non-family formation”’ 
by way of splitting-up of older units, or single persons establishing their own 
households, play their part in contributing to the demand for new housing. 
On the supply side, there has been a great deal of winter construction, aided by 
special measures. The ready availability of mortgage credit has also facilitated 
additional building to meet the above demands. This rate of building appears to 
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have come about without undue distortion of the housing market. Vacancy rates 
are moderate in the majority of cities, with no apparent geographic extremes. 


The population and income changes already noted have given rise to new 
developments in the provision of urban and social capital. Capital outlays by 
government departments increased by 15 per cent from 1963 to 1964. Capital 
expenditures on institutional services were lower by 12 per cent in 1964, due to 
offsetting movements, related in part to the changing age composition of the 
population. School construction was lower, but university and hospital construc- 
tion continued to expand at substantial rates of increase. 


REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


The familiar public accounts, which for the federal government are discussed 
in Part II of this Survey, are designed to permit legislative and administrative 
control over the manifold items of government expenditure. In the following 
section, the basic data for government revenue and expenditure have been 
regrouped and adjusted in such a way as to bring out the transactions between 
the government and other sectors of the economy as they appear in the broader 
framework provided by the National Accounts. This regrouping also corresponds 
to the manner in which the accounts of the other sectors of the economy are 
kept and presented. 


The “National Accounts” budgetary presentation differs from the parlia- 
mentary budgetary presentation in several ways. Only income and expenditure 
transactions which have a direct and immediate impact on the flow of incomes 
in the economy are included in the National Accounts budgetary presentation; 
financial transactions (i.e., loans), which result in changes in the liabilities of 
one sector of the economy to another, are excluded from the National Accounts 
presentation. A number of bookkeeping items in the parliamentary accounts of 
purely internal significance and having no impact on the private sector are also 
excluded from the National Accounts presentation. 


A number of items which are excluded from the parliamentary budgetary 
accounts are of immediate significance to the private incomes stream. The 
National Accounts embrace these items, the most important of which are pay- 
ments into and out of the Old Age Security Fund, the Unemployment Insurance 
Fund, and the government pension funds, by those contributing or drawing 
benefits. 

National Accounts items are entered as they accrue, that is, at the time when 
the economic impact is felt on the economy, since this is the basic method used 
. In business. Corporation income taxes in particular require a major adjustment 
from the public accounts to a National Accounts basis. These taxes will have been 
paid on an instalment basis beginning eight months before the end of the com- 
panies’ fiscal year and ending four months after (taking into account the current 
advancement in payments of corporation income tax). Corporations can elect to 
estimate current income on the basis of last year’s income or on the basis of their 
current records, but must complete the current year’s payment within four 
months of the end of that year. As a result, corporations may accrue tax liabilities 
a number of months before tax payments are actually made and recorded in the 
public accounts. Tax accruals are directly related to corporate profits at the time 
they occur, and profits move with the business cycle. Accordingly, the recording 
of tax accruals and the analysis of the government sector, ona National Accounts 
basis, may permit a more meaningful appreciation of the timing of changes in 
revenues of the government sector in relation to fluctuations in economic activity. 
Similarly, timing adjustments are made on the expenditures side of the National 
Accounts to put government purchase of goods and services on an accrual basis, 
rather than at the time actual payments are made. 


70 


F862 09L°2 802 ‘2 OIF ‘2 AGE) 196 ‘9 PLY'9 
9LE°8 881 ‘8 8808 9L8 ‘2 6ES1 ‘8 e9T'L 1S8‘9 
098 ‘9r SFG ST 962°ST C625 ST GES‘ ST OST FT SES‘ SI 
882 ‘T 79ST 008 ‘T POL ‘T PSS ‘T 691 ‘T PST 
PPE OFE Gee 028 Hee sig F63 
ggg BSG 89¢ gg¢ ggg ree 81g 
006 668 006 928 268 L¥8 218 
ZI0'T $96 $86 83 626 P18 608 
$8¢ 0z¢ $6 09g LES 60S StF 
966 ‘T PSP‘ 80¢ ‘T 88h ‘I 61¢‘T 918 'T L9G ‘T 
GL8'E 068 '¢ P8L'€ 8EL'E 108 '€ 8eh'é POT 'e 
0F6‘S 866% V8 '‘S 969° 18'S ISh‘S LOPS 
6189 SFL ‘9 809 ‘9 Per'9 8F9 ‘9 68'S GOS‘ 
SPI OFT OFT rasa OFT ha Gol 
OFS 00¢ 96F 66F 10¢ COF eh 
967 ‘T 89F‘T O8F ‘T PSP ‘I CSF ‘T gce'T Wicd 
90'S 896 ‘T 916 ‘T 916 ‘T 686'T 1Z8‘T Oil 
826 618 GIs P82 678 STL GPO 
6o9'S 08¢‘S BGS‘ Shr SZ BEG ‘zs S61‘ 880‘S 
08g ‘gs AS eS TOES CoGne LOPS 116 ‘S 081 °S 
(SIe]JOp JO SUOTT{TT{) 
Or Mees aie Os |. OF 
F961 S96T 2961 
(a) P96T 


“Soquel [enuus 4B pajsn{pev A[[BULSBeg (7) 


agg 'g “lee [edrorunyy pue perouraorg 
899 9 ao Ie tepeun 
peesen foo 5 BOO UN OCCU noo Go pct Beaton eters Ok cle So .c cigs OIG oe INUDAIY [VIO, 
SoI ak are eee 0 See Lars Te We: Oia) 6 8 ONO Oe 6 S60, we Werre.puwue erate Chole 6) wie 6. o [edrorunyy pue [eoulaAoig 
—UIULUIOAOL) [B1ape] U1OI] Siojsuel y, 
LLG 
Org 
1:7 ne spung uorsueg juou 
“UIOAOL) PUB SOUBINSUT [BIOOG 0} SuOTINgII4ZU0,Z) vako;dwy pus reAO;duIq 
112 Se ed sage swab @ Rie wSkeil ew [edrorunyy pue [BIOUIAOIg 
60F FOI ROOT ETON ANC ea MERTROS oO = Orcs PIE cllsowchcs ce Qu he [elopoq 
9Z1‘I SOS GaeORS 6 ae ors.51Oe BUD ke aro eS an Som So Sao ec coe auIODUT JUN ySOAUT 
LEL°S edrorunyy, pure jerouraorg 
O61 ‘ z ©) 0. 0a) Sra) a Le eens whee) ¢ [elepa 
L¥6 ‘> Pi 6) Sie Con TREN Oe FOS: Pa OWE TS oR a Oe eS Oke whe, ee We, 6 ele Cee ke mim ale, Om early, ate” 6. SUS: ew erase SOX® [, ool puy 
OIL eee ee SAO IVES De S$: 6 OTS OP Ea 6 66, oe eo 18 ey Bw ee ae 6-16 Bob ale, Br oye [Blepo.J—soxe TL, SUIP[OYYITM 
TOR [ott tert rete e eee erect erent eee etna nes noon Eeusbo jepouraorg 
Tre ‘ T PEELE LOO STR, O Ferhe, Cee OTE S BORN Be /0 6 OE «ATS! S) O,10) 6 Pe, oak ORR wee) me) Cr aIbE e) bike) (ON aire) owe [eiepeay 
—ouloouy 
G19 'T 66 6) 0 Sees S1e eee SNS ae Eww wel: in) «Oem Sh? 8) dns oe) @ 6 e Ye) evel dee) Sf. suor}v10d.10j—soxv} ool 
61e OS Fe COG ey Oe eee ee Ha le 6 oo. ee 9 4) eae OS On 8 6) be 86's 6. alate 6 yedrotun yy pus [BloulAoIg 
BELG [roe Re Oreo to ee tne EHO one ses sks eee eben da ae alees [esepe.y 
TiGee see eee serene 8 Ae a Pe 02s) WS. Ow ew a) a et eee Ieee ey Se ee ew a) eee ae SUOSIOG—Soxe J, qoelId 


—FOANGAAY INGNNUAAOT) 


T96T [ay 


SINNOOOV TVNOILVN HHL OL GALVIEU SNOILOVSNVUL LNAWNUAAOD 


ol A TaViL 


a1 


—_—_—_———————————————————————— eee 


P86 ‘2 092‘L 8012 OIF ‘2 Paes 196 ‘9 $149 66 ‘¢ 
918 ‘8 881 ‘8 8808 g18'L oSI‘8 SOT ‘L Tg8‘9 899 ‘9 
09891 S¥6°ST 962°ST 260° ST GPS * ST OSE FT Gees Lcuele aly eee ce 
osg— 80g— Clee esr Sre— ors— 865— Vai me [Io TRS Re 
OIF GLP 09g #9 8z8 263— FPS — Cc7= abla 
98 F91 88 gog— 0zZ— 2e9— CFS — 666— ROE 
£98 ‘8 8908 086‘2 StS‘ ¢90‘8 L08‘L 6LL‘9 801 ‘9 
096 ‘2 91L‘L 8GL ‘2 Cie!) P08 ‘2 Gor G6E‘L Cates 
F28‘9T FS2°ST SOL‘ST 099° ST 698° ST COL FL LOTFL PEARS Bee I/F isomers 
883 ‘T 496 ‘T 008 ‘T FOL ‘T ¥S3'T 69T‘T Pel ‘T Sigil = . | ee 
OF OF OF 9¢ 6S 98 ras 0g 
82P 80% 83S SF 13 G1Z 092 [opr |e OS 
89F 8h 89% FS LIg Ig G6 193 pe Cae 
$9 98¢ GES 9I¢ Lg CSF 98F #88 pia. 
910‘T 266 886 #86 G66 686 998 OSes NP cay 
089 ‘T 80S ‘T 029 ‘T 00¢ ‘T GEG ‘T OGF‘T 608 ‘T OLT‘T 
096 ‘T 796 ‘T 088 ‘T 668 ‘T P66 ‘T 102 ‘T LI9‘T GSP‘ T 
68S 9836'S 91'S 993°C G&S ‘3 LE1‘S Cline 900‘'S ; 
C61 ‘F 003 ‘F 960 ‘F Stl ‘F 6S1'F 8E8‘S 661 ‘8 ItP's 
008‘¢ 86S ‘°G 869 ‘¢ FOP‘ G9G‘¢ 680 ‘¢ 189‘F $S3'F 
96F‘T 96h ‘T PPS‘ GL9‘T CoG‘ T g1G‘T 819 ‘T S19‘T 
00¢ ‘T 06ST OSPF 'T 88F‘T 06F ‘T e9e‘T GFE ‘T 698 ‘T 
962‘8 PFS ‘8 $658 79S ‘8 109‘8 $20'8 O1L‘2 983 ‘2 ied 
(SIe][Op JO suOTT [Ty T) 
OF alee Ota hte OS ol. OF 
P96T 8961 2961 T96T 
(F961 


*soyei [enuues ye poysn{pe A];euosvag (7) 


[elepa,q 
sea d “'snyiding snid Jo JYeq snuW angipusdxg [e307 


Cine Sra Once) ay See es aan cee TOCLrS PULL pue [erouraolg 


SRVCRN A (Rs AR ie RII, Sete COCR EES CSE) CY 


tee nee PEERS ILS ES Wha eee (ato) snyjding 10 (—) I WyIG 


[edroruny_ puwe [erouraoirg 
SOMEOES OEE oO OR DOS wena ona S jelepeq 


SOO COA a Naot PIS SAS tetteeereeesrpropag 


—S}JUSUUIOAOY) 19YIO 0} SI9JsuBL], 


TSG NO OND ee Oe Oe Sees Sieh Iiece eee a nee mn S [B1opeq 


SISTERS SSS EE SESE ORR Se Ne Pa ae [e1epeq 


—[B19pa,J 


SOR AGo SIC Sune eee ceeeeeces cee eee e esis eee’ ‘*“S90TAIag puv spoory 


—auYOLIGNGdxX Hf LNANWNUGAOL) 


SINONQOOOV IVNOILVN HHL OL CGALVIGYH SNOILOVSNVUL LNAWNUGAOD 


pepapuop—el AHIEViL 


72 


*SJOSSE SUIYSIXS JO So[TVS UOJ] Spasdo0id sv Tons SJUNOIDY [VUOTIVN] 8Y} IO} JUBAD]OI JOU SUIEJI ONUBASI A[OSIV] 9IB SqueUTysN{pB eseq T(r) 


“UOTYVIPIOUODOL BINJIPUSAXe ‘QT OUI] OSTB 9G (gy 


*G Wd}I Ul papNypour puv W19zI SITY} WOT] pepNypoxe ov Sastidisj,US SSOUISNYG JUBUIUIGAOS UO SOx® T(z) 
*IBOA [BOSH SUTMOT[O] 9Y4 OF poPTYS owe ported Arequoulsddns oy} ul sonudAdI ‘syuNODDW [VUOTYBN 9YY UT(r) 


QB's eco‘c | GITSe | cLZe°T | SS6‘E | S0S‘T | FES‘E | SsccE | ere‘s | ze‘ | 9F6‘S 
L yI— 6— 9g— rai oi N= GS Sh ag 1g— 
og— 63— 6o— 8c 1g— i= L6— le— Cll |.601— 9) 901— 
0L— 6r— eg— G— gg— $p— Sr— Lt OSC Ie 0G—— eral 
c6— 09— ZOI— | ZtI— | OLT— | er— 19— cg— ose— | *c6E—— | S6¢— 
GP 8g OF 8e 09 LE OF 98 69T GLI rant 
8 zg 9¢ eF gg 25 1g 9% FFG 10 991 
Or o— CCl — 1¢ P oI— Li LET = AES 8 
6g 68 1g 8g 9g Ge #¢ $8 L&T SFT 921 
+9 29 89 Gg 19 09 6S 09 19% GF 183 
6L 82 ie Le LL 9) 19 iz LOE 163 982 
j $ € j j F T z OT 6 8 
02 FIZ L¥Z 202 SLT OLT 161 OST 996 LoL 269 
_ = OFT 9FI— = = Ser. Sci= | Ol— 1o— e- 
Ges ‘T ROLE ecu al SSO ure MeSSO) TmINOSh Ee lnsOGeL INGLY Te | OSTe, [eGSc: Gua SSG 


(sxe[[Op JO SUOTT]TIY) 


are ices meee SA A SISUG SPUNOIDY [VLUOMLA ‘oONUIAIY [VIO IT 


Rai aa yas eae oe (pONUSADI AIVJesSpNnq OF sjuouT4sn{pB I9yIO [TV “OT 
(¢) Sein} puedxe Arejaspnq Jsulese jas|joO SUIOYI onUeAVI AIvjospNg 6 
BRIN r is Aeon OR AC Stun Hic ens como ONUdADL [CASO :SSo'] *g 
Miia i ie hee ne aka a SJUSUTISAAUT UO UINjol Arejospng :sseyT “4 
aes SJUSUIJSOAUL PUB SOOUBAPB ‘SUBOT UO 4SelejUT *9 
a 0 a oe be 6 8 60 © 8 66 60 0:6 6 6 6 0.8 6 6.4 6.0 & 86m 0 646 Cie Opp, b 6 6.9146 Sle, 64) 88 sostid 
-19]U9 SSOUTSNG JUBUTUIBAOD JO (SdSSO] JO You) SaexBy a1OJoq SyWyoIg “¢ 
““SUOTJIE[[OD IAAO STENsI0B JO (+) Ssadxe :(g)XB} BULODUT oJeIOdIOTD “fF 
rae oyonec ok ote all alk nite souegen Or oes etoto ie Taner eee pene mL ie e eee ayia 
uotsued JUSTIUIGAOS PU BOUBINSUI [BIDOS Jo sydteveI ne 
suOIyNqIiju0o seAO|dura-1aA0]dw9 ‘spunj uoTsued JUsUIUIAAOL) 
suorynqdriijuo0s seAo[dure-1aA0]dwi9 souBINsuT uot AO[dWauy) 
sate ey test ios tare ote anteva, ats LA] PY sourjsissy we] over 
ee ed SUOT}VaT[OO xBq AytaIn0eg aay PIO 
SonusAed AIBJoSpN-eB1IIX “¢ 
ee a (yjueurysnipe porsed Areyuouretddng oy, 
PUG) Cw oS Wee. 8 66 6 Cees 6 WB WS Yee We wlWie Boe @ 6) e.e a als pve ewe onusAal Areyos png fi 


Or | OCs! O23 201 Or Vee | Oc. ot 
F961 £961 


GO-PI6T | FI-E9GT | E9-Z96T 


NOILVITIONOOUY SINNOOOV IVNOILVYN ANY SLNNOOOV OITdNd SHYUNLIGNAdXHY ANV SHONHAAY LNAWNUAAOD TVHACHA 


él ATAV.L 


73 


“BUIZUNOD BIqGNop PlOAe OF poyonpep o1¥ pus 104008 o4yBATId 
ay} JO oinjIpusdxe [vuy sv Ivedde seyes oseyy, “1000s queuTUIaAOS ay} Aq SedIAIes puv SpOOS Jo soles UIOIJ ONUdAI JO S}sISUOD W944 STG} JO JUSUOTUIOD JSOSIV] OY J (%) 
“SJUNODOY [VUOTYVNY OY UT suTyUNOD 
B[ANOP PIOAB OF 10}09S JUOUUIOAOS OY} WOT} POAOUIAI SI PUB UOTZUIIO} [wyIdvo ssord ssoutsnq Jo qed sv suvodde AISNPUL 07 douBASISSe [BJIded YUSUTUIBAOY (2) 
‘Solouese puw Spunj osoy} Aq epvur ATTeNzo" SAV]ANO oY Aq Solouese puv Spunj snore 07 sucryeridoidde Areyospnq seov[der quourysn{ pe sty Tz) 
“Teak [Bosy }xou oy} 0} AjoltyUe poyjrys oe 
SUIezT OIN}Ipusdxe 18Y44Q “sIvEd [BOS yusoVlpe useMyoq ATUeAe qyds ore potted Areyuswmetddns oy] Ul SadTAIes puv Spoos uo SoInjIpusdxe ‘sJuUNOVoW [Buolye Ny eu} UT (7) 


(OTP+) \(8Lb+) |(O9E+) |(F9+) |(SP—) |(88T—) |(S8o—) |(HPE—) |(ZEE) (G00 =) COCs aim Cees See eae a ne ae Sozel Tenuue ye peysn{pe 
Aj[euosvas ‘siseq sjunodoy [euoTyeN ‘(—) yloyep Jo (+) snjding ‘ey 
881s | 880°C | GELS | Z2L‘T | 8S6°T | G08‘T | PIg‘T | eso't | ste‘s | zvetz | ope'Q [occ cc ee eter SISBq SJUNODOY [VUOTIEN ‘[TRJOL, “FT 
(96+) |(9F+) [(@GE+) |(Lzg—) \(PS+) |(GII—) |(6I+) |(1T6s—) \(es—) |(6r9—) Cl a = ao a Sa a a siseq Areqyespnq ‘(—) qtoyep 40 (+) snjding “gy 
4 SST OLT ites a! IST Sle ea eee Oh See Me  |66g=S | Sa sistq sjunoooy [euoIyeN “(—) poyep Jo (+) snding “ZT 
886°T 868°T | GHEE | GEOSe | Le8°t | 9T8‘T | Tes‘d | Tz6‘r | T8962 | eeecz | crete, [oo SISUG SPUNOIY [LUCHeN ‘aMjIpUddXY [eIOT, “TT 
le SY GG oo Ble f9 LL ib gg 60T Tél ues aangipuedxe ArezeSpnq 09 syueurysn{pe 19440 [TW “OT 
0g— 66 6a 83 WW LG 14— LE— SLlL— 601— 90I— |) 24NjIpuedxe Arvjyospnq ysurese JosjjO SUIOYI ONUGADI AIBYJOSpN "6 
OI i= ee i3= = ar pes its ch isis Tp | ee er sine eee oe a RS wee sta woe SYJO-0]11M pue soarosoy “g 
LE ie 9%— i = 0Z— oI= 2 1S 09— oom oe eS eG ()A1}SNPUT eoUsJep-UOU OF soURYSISSE [ByIdB *) 
ie EG 96— i ie ao 6g— 9= 03> 98— (OO alien er ee eae S9SlId19}US SSOUISNG JUBUIUIBAOS JO s}loyeq 
eg— og— I¢-— eg— ee— eg— Lb— Ig¢— llg— 90g— 68I— WS) aod io SASS) klein Da| te) elena «i eRs) Be: 41.6) shiniip.e' ece.elieiv.s seimytpuedxe ayo 4sog 
sestidiejue ssoutsnq 
JUSWIUIZAOS JO 9UIOOUT JsUIVSe YoSYO seInyIpuedxe Arejospng ‘9 


61 -_ IP e6— CG Ze 62 LP— 9 ‘— 61 eg ieidl a COME 6: Mees, oy OVe Lena &: SWeuieas cis) coe name, Rie: caspe (Stseq queulesinqstp e uO 

SeToUSSB UMOID PUB Spun] JUSUTUIOAOS Ioy4O sov]d 07 yuoTIYsIIpy “¢ 

be i fii )—— tS ol Loe ‘Alte €9— 93 — [Oia Nee eae ees Ne” Spunj Alvjospnq-~e1}xe OF SIOJsuBI], “F 
Ve oe — B g a I ae OI ei CL Sieve: Ate .csatnas’ vgslioMe uals) fis! o0,(8\e, hve. ete \e syuoul sed doUBISISSB ULIBy owl g 
¥G vG ¥Z ¥G GG 104 GS 1G 16 68 of gl MRR ae Sea cg sqyueuAed puny uorsued yusurUtaAor 
6g OF cor OST 6¢ GP SIT SLT GEE 99& SO ies @ oi aaa S}youed souvinsul juemAo[dureuy) 
666 166 066 816 L1G Z8T 981 SST 688 808 Tole el et ee et ee squeused puny Ayrndeg eV PIO 

spun} Areyespnq-wB1yxo Jo Soinqtipusdx@ “e 

— — 60F 607 — — aes 91g 9/e— g— eo— cg— Oud OMRue sale) 8) Al eenle heals Gliese aha (ns “4: 6. elleN pte vi queurysni pe poried Arequeurey;ddng We 

608 ‘T GLO‘T OZF‘T G9S ‘SZ 629 ‘T ¥09 ‘T Leak 020‘Z 6122 618 '9 013 ‘9 Eo hie «wie ee SNe) og ga ai aie eae Serene eee eens eM ar d 6 6 6 Bs. & oinjIpusdxe Areyospng “Tl 


(sre]]op jo suory]ty_) 
Gr *L SOs) SOza.| sor Crt} Oce by Ocala OF 
7961 $961 


P2PHotoOo Ss) AITaV GL 


SO-FIGT | F9-E9GT | €9-Z96T a 


6 


96408 


74 


The National Accounts presentation of the government accounts 1s shown in 
Table 12. A reconciliation of the federal government’s public accounts and the. 
National Accounts presentation for recent annual and quarterly periods is set 
out in Table 13. 


SprucTURE OF GOVERNMENTS’ REVENUES AND EXPENDITURES 


Table 12, which displays the principal revenue and expenditure sources of 
the federal government and of provincial and municipal governments combined, 
according to National Accounts definitions, is the main basis of subsequent 
analysis. Some definitions and highlights are given below. 


Direct taxes on persons consist of payments made to the various govern- 
ments. (These data include personal income, estate, gift, and inheritance taxes.) 
In 1964 about three-fourths went to the federal government and about one- 
fourth to provincial governments. Similar proportions of corporation direct 
taxes went to the federal and provincial governments. 


Indirect taxes, according to National Accounts definitions, consist of customs 
duties and sales and excise taxes of the federal government; sales, gasoline, motor 
vehicle, natural resource and other taxes of provincial governments; and property 
taxes of municipal governments. It can be observed that they exceed all other 
tax sources combined, and that they are the main source of provincial and munic- 
ipal governments’ revenues. 


Investment income consists of interest on funds, loans and investments, 
and profits of government business enterprises. The latter comprise crown 
corporations and agencies of the federal government, including government- 
owned business enterprises. Provincial enterprises include liquor control boards 
and public utilities. Municipal enterprises include gas, water, sewer, transport 
and other enterprises which levy specific charges designed to cover operating 
and other costs. 


Revenues of funds include the public service pension receipts of the three 
governments, including both employer and employee contributions. Revenues of 
the federal unemployment insurance fund and of provincial workmen’s com- 
pensation funds are also included here. It may be noted that old age security is 
financed by tax revenue and is, therefore, not included in the funds shown here. 


The item “transfers from other governments” shows that the federal govern- 
ment transferred to provincial and municipal governments an amount of just 
over $1,250 million in 1964. Provincial governments transferred a roughly 
equivalent amount to municipal governments in that year. These transfers are 
discussed in greater detail below. 


Turning to the expenditure side of Table 12, the largest item is expenditure 
on goods and services which consists of wages and purchased materials and 
services which are supplied by private sectors of the economy. Included are 
capital goods such as roads, buildings and public works in general, except those 


eeu by government business enterprises, which are included in business invest- 
ment. 


Transfer payments to persons include old age security, family allowances 
veterans’ pensions, unemployment insurance benefits, and other payments by 
the federal government. Provincial and municipal transfers to persons include 
direct relief, workmen’s compensation, and various health and welfare payments 
including payments to hospitals. 


Debt interest is the gross amount paid on the outstanding public debts 
of the three governments, without deduction of interest revenue from loans and 
investments, which is shown separately on the revenue side. 
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Transfers to other governments were mentioned briefly above. It will be 
noted that they do not affect the combined deficit of all governments, since the 
payment by one government represents an equivalent receipt by another. In 
comparing government revenue and expenditure with gross national product or 
similar aggregates, it is necessary to remove any duplication in total revenues 
or expenditures which occurs when funds are transferred between governments 
before they are finally spent. It was noted earlier that the amount of federal 
government transfers to provincial governments is almost exactly equalled, on 
balance, by the amount of provincial government transfers to municipalities. 
While transfers between governments may have certain redistributive conse- 
quences, these are not analysed here. Some additional comment is made subse- 
quently on the transfers between provincial governments and their municipali- 
ties. 


TRENDS IN REVENUES AND EXPENDITURES OF GOVERNMENTS 


In the period from 1950 to 1964, taxation revenues of all governments 
advanced somewhat more rapidly than gross national product. While they 
amounted to 21.3 per cent of gross national product in 1950, they had risen to 
26.0 per cent in 1964. The major part of the increase was due to provincial and 
municipal taxation revenues, which rose from 6.5 per cent of gross national 
product in 1950 to 11.0 per cent in 1964. The federal government’s taxation 
revenue as a percentage of gross national product was 14.8 per cent in 1950, 
16.0 per cent in 1955, 15.3 per cent in 1960 and 14.9 per cent in 1964. These 
comparisons reflect changes that occurred in federal-provincial tax-sharing 
arrangements during the period, as well as in individual governments’ tax 
rates and in the growth of the various economic sectors from which tax revenues 
are derived. 


TABLE 14 
TAXATION REVENUE OF GOVERNMENTS AS A PROPORTION OF GROSS NATIONAL 
PRODUCT, SELECTED YEARS 1950-1964 
(National Accounts basis) 


8SS———S=$om9wyom9SSSS9S9aaassSS 


1950 1955 1960 1964 
— Per- Per- Per- Per- 
$ centage $ centage $ centage $ centage 
Millions of Millions of Millions of Millions of 

G.N.P. GaNres G.N.P. GoNER. 
Federal Government...... 2,660 14.8 4,346 16.0 5, 542 i153..83 7,027 14.9 
Provincial Governments... 677 Bs 960 Gals 1,688 4.7 3, 267 7.0 
Municipalities. 7. ees 503 2.8 851 Sigal 1,458 4.0 1,890 4.0 
PRO GaN re nc 08s acne, 3,840 21.3 6,157 A204 8,688 24.0 | 12,184 25.9 

Gross National Product...} 18,006 eieloe 36, 287 47,003 


a ee ee Se ee ee ee es Aeneas See (ee 


Expenditures on goods and services by governments represent public con- 
sumption out of the nation’s total production of goods and services. These 
amounted to 18 per cent of gross national product in 1964. Their trend and rela- 
tive composition since 1950 are brought out in Table 15 below. In addition, govern- 
ments engage in what might be termed redistributive activities, partly via 
intergovernmental transfers and eventually vis-a-vis the private economy. It 
can be calculated from Table 12 above that total expenditure of all governments 
(excluding intergovernmental transfers in order to avoid double counting of 
total expenditures) was the equivalent of 31 per cent of GNP in 1964. The 
difference between the 18 per cent expenditure on goods and services and the 
31 per cent total expenditure is represented by transfers to persons, debt interest 
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and subsidies, and is the equivalent of 13 per cent of GNP. Transfers to persons 
include pensions and other social security outlays, as well as grants to hospitals 
and other institutions, and amounted in total to $4,159 million or 9 per cent 
of GNP in 1964. They have grown at a faster rate than gross national product 
since 1950. The remaining 4 per cent consisted of debt interest and subsidies, 
which together were slightly larger relative to gross national product in 1964, 
than they had been in 1950. 


TABLE 15 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES AS A PROPORTION OF 
GROSS NATIONAL EXPENDITURE, SELECTED YEARS 1950-64 


(National Accounts basis) 
Ea 


1950 1955 1960 1964 
od Per- Per- Per- Per- 
$ centage $ centage $ centage -) centage 
Millions of Millions of Millions of Millions fo) 
GNE GNE GNE GNE 

Federal Government...... 977 5.4 DOL 9.3 2,730 (6) 3,042 6.€ 
Provincial Governments 

and Municipalities....... 1,367 7.6 2, 282 8.4 4,039 1h 5,565 11.8 
CGHIN IE ae erie 2 ateratie ete ce 18, 006 Bie boe 36, 287 47,003 


Federal government expenditures on goods and services increased rapidly 
at the time of Korea and the subsequent defence buildup, but have since tended 
to grow less rapidly. The stability in defence spending is of course the main 
reason, while the ratio of non-defence expenditure on goods and services to 
GNE has not changed significantly. Goods and services expenditures declined 
to 6.5 per cent of GNE in 1964, while other kinds of expenditure were relatively 
stable. Table 16 shows that federal transfers to other governments were 2.7 
per cent of GNE in 1964. The main trends in federal government expenditures 
are illustrated in the following chart. 


TABLE 16 
FEDERAL GOVERNMENT EXPENDITURES, SELECTED YEARS 1950-1964 


(National Accounts basis) 


1950 1955 1960 1964 
— Per- Per- Per- Per- 
$ centage _$ centage $ centage $ centage 
Millions of : Millions oO Millions fo) Millions of 
GNE GNE GNE GNE 
Goods and Services....... 977 5.4 2,510 
Tpsneien Payments to Per- ; pe gate Hy ae Bi oe 
BORE IEE Fine Vor age Acres 2 615 3.4 Dede 
Interest Rese dae te 4.5 1,976 5.6 2.280 4.8 
(2) 05 re ee a, a, ee 427 2.4 494 7 
BA bry hal to Other Levels oe Be oe 44 a 
of Government.......... 251 1.4 450 ley 994 200 1, 254 
herd Sees. 648i. 60 38 75 3 207 6 378 a 
OCR ce te ee 2,330 12.9 4,761 1755 6,662 18.4 7,804 16.6 


“Excluding interest payments. 
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FEDERAL GOVERNMENT REVENUE AND EXPENDITURE 
National Accounts Basis 
Seasonolly Adjusted at Annual Rotes 
Quarterly - Billions of Dollars 


TOTAL EXPENDITURE 


SURPLUS 


KX SO WI re TD iP 
$< RE Sein ak 
©. = ? 
ON 


1957 1958 1959 1960 1961 1962 1963 1964 


Turning to the fiscal position in 1964, the sum of taxation and other rev- 
enues of the federal government was $8,132 million on a National Accounts 
basis in 1964. This amount was somewhat greater than expenditures so that 
there was a surplus on a National Accounts basis. Provincial and municipal 
governments’ tax and non-tax revenues plus transfer receipts were $7,717 
million in the same period. This was somewhat less than their combined ex- 
penditures, so that they incurred a small deficit. In the combined total of all 
governments’ revenue and expenditure, there existed an approximate balance 
on the national accounts basis, in the past year. 


The effect of intergovernmental transfers is brought out in the following 
table. These transfers include both conditional grants, that is, those which can 
be allocated to specific expenditures such as school or hospital construction, and 
unconditional grants which cannot be specifically allocated according to function. 
The following table is based on National Accounts definitions. 


It is apparent from the table that transfers from the federal government to 
provincial and municipal governments reduce the federal government’s share 
of combined tax and non-tax revenues from 56 to 47 per cent of the total revenue, 
while raising the provincial and municipal governments’ combined share from 
44 to 53 per cent of the total revenue. It has already been mentioned that pro- 
vincial governments transfer to municipalities an amount almost equivalent to 
that which they receive from the federal government. 
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TABLE 17 
ADJUSTMENT FOR INTER-GOVERNMENTAL TRANSFERS, 1964 
(Millions of dollars) 
ee 
(1) (2) (3) i Mees 
Minus: Transfer Plus: Transfers a+2+3)= 
Taxation and payments to received from Revenue after 
other revenue other govern- other govern- dranaters 
ments ments 

$ % $ % 

Bederales seen ctte secre o. 8,132 56 —1, 254 6,878 47 

Provincial-Municipal....... 6,463 44 +1, 254 Testa 53 

Total. accep a 6 14,595 100 —1,254 +1,254 14,595 100 


FEDERAL GOVERNMENT EXPENDITURE 
BY SELECTED NATIONAL ACCOUNTS CATEGORIES 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
8,000 8,000 
7.000 K— ie | Ree ogee he — 7.000 
6,000 }— — 6,000 

- | TRANSFER PAYMENTS 

TO PERSONS 
5,000)};— — 5,000 
4,000 ;— INTEREST ON PUBLIC §=©=—- —] 4,000 
DEBT 

3,000 -— SUBSIDIES —| 3000 

GOODS AND SERVICES 

OTHER 
2,000 ;— — 2,000 
1,000 }-— “A GOODS AND SERVICES 1,000 
DEFENCE 
: 0 


1949 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 11963 1964 


CURRENT POSITION OF THE FEDERAL SECTOR 


During 1964, the position of the government of Canada was tending toward 
a surplus on a National Accounts basis. Business conditions proved to be more 
expansive than had been anticipated and revenues reflected an even stronger 
rise, as a result of both special factors and the normal cyclical responses of taxes 
and tax bases. Quarterly changes in federal government revenue during the past 
three business cycles are shown in the following chart, in which the shaded 
areas represent cyclical contractions. It is quite apparent that revenues fall off 
substantially in contractions, and expand rapidly in prosperous periods. The 
final chart at the end of this section shows that both the surplus or deficit position 


and the unemployment rate (inverted) are similarly subject to changes in general 
business conditions. 
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QUARTERLY CHANGES IN 
FEDERAL GOVERNMENT REVENUE” 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


500K. — 500 


300 |— a 
Li ibibo Lh 
1953 1956 1958 1960 1962 1964 
(1) ON A NATIONAL ACCOUNTS BASIS. 


i All major components of revenue were affected by the general improvement 
in business conditions in 1964. Personal direct tax revenue showed a very sub- 
stantial increase in 1964, partly due to the increase in the Old Age Security 
Tax rate on personal income and partly due to the built-in responsiveness of 
the personal income tax to cyclical variations in general activity. Corporation 
tax liabilities to the government also rose considerably in the first quarter, but 
levelled off in subsequent quarters. The special depreciation allowances intro- 
duced in 1963 have tended to moderate the growth in corporation tax liabilities 
in 1964. Indirect tax revenue also reflected the general expansion, with customs 
duties on imports and the manufacturers’ sales tax both showing substantial 
increases. 


Much of the increase in total expenditure in 1964 occurred in the first 
quarter of the year, as a result of increases in both defence and non-defence 
expenditures on goods and services. In the second quarter, increased payments 
to provincial governments more than offset a decline in defence expenditure. 
Other expenditure components changed very little. In the third quarter, defence 
expenditure declined once again but small increases in transfers to persons and 
in expenditure on goods and services, resulted in no overall change. Most of 
the above components showed decreases in the fourth quarter of 1964, but they 
were offset by an increase in subsidies. Several of these factors are temporary, 
being related more to variations in the quarterly timing of government expendi- 
tures than to any basic change in trend. 


PROVINCIAL GOVERNMENTS AND MUNICIPALITIES 


Summing up the revenue and expenditure components of provincial govern- 
ments and municipalities in terms of their surplus or deficit position on a National 
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Accounts basis, provincial governments are close to balance and municipalities 
are incurring substantial deficits. 


PROVINCIAL GOVERNMENTS AND MUNICIPALITIES 
DEFICIT (—) OR SURPLUS (+) 


(Nationat Accounts Basis) 
(Millions of dollars) 


1959 1960 1961 1962 1963 1964) 
Prowancial caver ces ce eters ines +112 — 76 —128 + 94 + 80 +104 
IMiMIGI Pal Sa eiciecswisre-c tacks stenierem os —341 —390 —416 —392 —420 —452 
Mota Revs siiacotte ieee clots —229 —466 —544 —298 —340 —348 


()Preliminary estimates by the Department of Finance. 


The municipal deficits have been occurring despite annual increases in 
transfers from provincial governments to municipalities, mainly in the form of 
grants to school boards or districts and grants for roads. Total transfers from 
provinces to municipalities increased from $622 million in 1959 to $1,143 million 
in 1963. 


The major increases in provincial expenditures are in the field of education; 
this is also true of municipal expenditures. Large absolute increases in expendi- 
tures on health, welfare and transportation (roads, bridges, etc.) are also evident. 


The consequences of this rate of increase in expenditures have been four- 
fold. First, municipal governments have incurred deficits every year and this 
has led to progressively greater increases in debt. Provincial debt has also in- 
creased annually. The total annual increase in gross debt, of course, has been 
greater than the operating deficits of governments shown above, since they also 
borrow to finance investment in municipally- and provincially-owned public 
utilities. The latter are shown in the business sector of the National Accounts. 


Second, as expenditures continue to grow, provincial and municipal govern- 
ments have found it necessary to introduce new taxes and increase rates on 
existing taxes. Because of the nature of provincial and municipal tax structures, 
increases customarily take place in the consumption and property tax fields. 
In recent years gasoline and general sales tax increases have been common. 
However federal abatements on personal income tax and corporation taxes 
have allowed more tax room in these fields to provincial governments. 


Third, federal government personal income tax abatements increased sub- 
stantially in 1962-63 when new tax-sharing arrangements were completed and 
all provinces levied their own corporation and personal income taxes. Prior to 
1962-63 Ontario and Quebec alone levied their own corporate income taxes and 
Quebec levied her own personal income tax. Under the earlier system, the rental 
rate (or abatement rate for non-agreeing provinces) on the personal income tax 
was 13 per cent. The abatement under the new arrangements was increased to 
16 per cent in 1962-63 and increased annually by one point until 1964-65, when 
it reached 18 per cent. It will increase by 3 points in 1965-66 (to 21 per cent) and 
by a further 3 points in 1966-67, to reach 24 per cent. 


_ Finally, with the new arrangements beginning in 1962-63, there was also 
an increase in unconditional transfers to the provincial governments. Further 
in 1964-65, the equalization formula was revised resulting in a substantial 
increase in total payments from the federal government to the provinces. 
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ANNUAL RATES OF UNEMPLOYMENT AND 
GOVERNMENT SURPLUS OR DEFICIT 


GOVERNMENT 
SURPLUS OR DEFICIT UNEMPLOYMENT 


MILLIONS OF DOLLARS PERCENTAGE 


1,000 


. GOVERNMENT 
_ SURPLUS OR DEFICIT © 


3 = Bass 8 
1947 1950 1952 1954 1956 1958 1960 1962 1964/2) 


(1) FEDERAL GOVERNMENT ONLY, 
(2) ESTIMATE. 


EMPLOYMENT AND EARNINGS 


Both the labour force and the number of people with jobs again rose in 1964. 
At the end of the year, despite another substantial increase in new-comers to 
the labour market, the unemployment rate (apart from seasonal influences) was 
lower than it had been in any month since early 1957. 


The total civilian labour force in 1964 grew by 183,000 persons, or 2.7 per 
cent, over the 1963 average. The number of employed rose by 231,000 or 3.6 
per cent. Unemployment, expressed as a percentage of the labour force, dropped 
from the 1963 average of 5.5 per cent to an average of 4.7 per cent in 1964. These 
developments are illustrated in the following chart. 


The growth in the labour force consisted of an increase of 102,000 women 
and 81,000 men, as the female participation rate continued to edge up. The 
participation rate is the percentage of the total number of people in a given 
age group who are at work or are actively seeking work. The total participation 
rate for males continued its long-term decline in 1964, although it rose temporarily 
during the summer months, when demand for labour was particularly strong and 
a number of older workers returned to the labour force for a limited period. The 
student participation rate also rose slightly during the summer, reflecting to 
some extent the greater availability of jobs. 

The teen-age population, 14 to 19 years of age, rose by 102,000 persons in 


1964. This rise, like that of 1963, was a reflection of the sharp upward shift in 
the birth rate which occurred after the end of the second world war. 
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THE LABOUR FORCE” 
1957-1964 


MILLIONS OF PERSONS 
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UNEMPLOYED AS % 
OF THE LABOUR FORCE 


J J J J J J 
1957 1958 1959 1960 1961 1962 1963. 


(1) SEASONALLY ADJUSTED ESTIMATES 
(2) SEASONALLY ADJUSTED ESTIMATES BY THE DEPARTMENT OF FINANCE 


ANNUAL INCREASE, POPULATION 14-19 YEARS 
(Thousands of persons) 


1959 1960 1961 1962 1963 1964 


68 74 77 80 91 102 


MILLIONS OF PERSONS 


7.0 


j 
: 


6.4 


6.1 


‘ 
: 


+ 


als 


a 


4.6 


1964 


The teen-age labour force rose by 28,000, as many of these young people 
entered the labour market permanently. At the same time, the teen-age partic- 
ipation rate continued its long-term decline, owing to the continued trend to- 


wards a longer period of formal education. 


PARTICIPATION RATE, POPULATION 14-19 YEARS 
(Labour force as a per cent of population) 


1959 1960 1961 1962 1963 1964 


37.9 37.9 36.5 30.4 34.6 34.2 
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The teen-age unemployment rate fell slightly in 1964, to the lowest level 
recorded in recent years. Unemployment in this age-group, however, remains 
substantially above the average, as many young people in the modern economy 
are handicapped by lack of skills and experience. 


UNEMPLOYMENT RATE, LABOUR FORCE 14-19 YEARS 
(Unemployed as per cent of the labour force) 
1959 1960 1961 1962 1963 1964 


New 13.0 13.2 11.5 11.4 10.3 


While the influx of steadily-growing numbers of teen-agers into the labour 
force has become a major feature of the employment picture, the now-established 
tendency of women to increase their participation in the labour force in response 
to employment opportunities remains a significant factor. Thus, as employ- 
ment rises and unemployment declines, these conditions themselves induce 
a more rapid increase in the labour force than would be brought about by 
population factors alone. Conversely, when employment opportunities decrease 
many women withdraw from the labour force. In 1964, the female participa- 
tion rate in all age groups rose to a greater extent than in the previous two 
years, with the result that the total female participation rate rose quite sharply. 


PARTICIPATION RATE, WOMEN, ALL AGE GROUPS 
(Labour force as a per cent of population) 


1959 1960 1961 1962 1963 1964 


26.7 28.0 28.8 29.1 29.6 30.5 


The participation rate for men of all ages continued its long-term decline 
in 1964, falling to 78.4 per cent from 78.8 per cent in the previous year. Men 
between 25 and 65 years of age maintained the high and steady rates characteris- 
tic of the group, but participation rates among men 20 to 24 years fell from 88.9 
per cent to 88.2 per cent. The major contributing factor here, as in the teen-age 
group, is the tendency to extend the years of formal education. 


Adult unemployment rates in 1964 varied by age-group and sex. Unemploy- 
ment rates for men averaged 5.3 per cent, but young men 20 to 24 years of age 
experienced an unemployment rate of 7.9 per cent, while in the 35 to 44 group 
the rate was 3.8 per cent. The rates for men were uniformly higher than for 
women, as men remain in the labour force and continue to seek work if they 
become unemployed, whereas women (as observed above) tend to withdraw in 
the same circumstances. The 1964 average unemployment rate for women of 
all ages was 3.1 per cent. In the 20 to 24 age-group the percentage was 3.0, and in 
all other adult groups recorded, the level of unemployment was even lower. 


Regional developments in 1964 employment revealed a further substantial 
improvement in unemployment conditions in the Atlantic and Quebec regions, 
although all parts of Canada experienced a more rapid increase in employment 
than in labour force. 


Unemployment expressed as a percentage of the labour force therefore 
declined in all regions. The decline was particularly marked in the Atlantic 
region and Quebec, although there was a further marked improvement also in 
British Columbia. The declines in Ontario and the Prairie region, where unem- 
ployment was already lower, were smaller. Thus, the sharp increase in employ- 
ment which occurred in 1964 was achieved without the development of general- 


ized pressures in the labour market. 
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The 3.6 per cent growth in employment in 1964 was accompanied by a 
8.7 per cent increase in wages, salaries and supplementary labour income. 
Average hourly earnings in manufacturing rose by 3.1 per cent from $1.95 to 
$2.01 (11 months data period). Earnings in construction industry rose from 
$2.14 to $2.25, a rise of 5.1 per cent, and in mining from $2.24 to $2.31, a rise 
of 3.1 per cent. Average weekly hours of work in manufacturing rose from 40.8 
to 41.2 and average weekly earnings in manufacturing rose by 4.2 per cent 
from $86.17 to $89.81. 


TABLE 18 
REGIONAL INCREASES IN LABOUR FORCE AND EMPLOYMENT 


(Annual averages—thousands of persons) 


1962 1963 1964 
1961 1962 1963 
Labour Employ- Labour Employ- Labour Employ- 
Force ment Force ment Force ment 

AtlantiGteid athe sae ees 8 10 1 8 13 22 
Quebeciie eas aant dade ke foe 30 59 50 49 46 63 
Oriitrin lychee Ne, aera 19 47 52 62 78 89 
PramnleGs hydrate eee 21 28 7 10 21 26 
British Columbia.......... 13 22 7 19 27 32 
FOCAL E .a'e clan ae eteccrets fore 90 168 129 147 183 231 


(Totals may not add due to rounding). 


TABLE 19 


UNEMPLOYMENT AS A PERCENTAGE OF THE LABOUR FORCE 
(By region—annual averages) 


1961 1962 1963 1964 

COUR ee eae er DNs Seiee T RN sel Wen At tee: Tar? 5.9 Bee 4.7 
RAEN TTC Mot foie fo Ores DOGS OIC CCD CORES: Dine a nee tea 10.7 9.5 7.8 
Que Deoree At ace enter rate eters tien ere aatentape ara 9.3 15 (teks 6.3 
Ontario SEP Se aera Oe he eT ae IG cae crelarhe seotante 5.5 4.3 3.8 308 

Ig tine at sa bP rons oc mads OuOn Lor trype oy nn omc neoene Gate 4.6 3.9 Sav 3.0 
TSAR Ts IN ETT hI chess secacentatt= Pavel Me teyn cleanest gale, SIP vey tira Gr cca'sils aves 8.5 6.7 6.3 5.3 


PRICE AND COST TRENDS 


Relative stability of prices and costs was maintained across the economy 
as a whole throughout the year, despite the high level of employment attained 
in some regions in 1964. The generally stable price environment reflected the 
availability of adequate productive capacity in most industries, rising prod- 
uctivity per worker, and only moderate advances in wage-rates and hourly 
earnings. In the field of export and import prices, further price changes made in 
adjustment to the situation created by the devaluation of mid-1962 were less 
significant than the effects of changes in the world prices of many commodities 
important to the Canadian economy. Domestic prices and costs, as measured in 


the GNE implicit price deflator, continued the slight upward trend of recent 
years. 
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The cycle-on-cycle charts on page 40 show the movements of some major 
price series over the course of the current business cycle, in comparison with 
developments in the two preceding periods of recession and upswing. These 
charts illustrate the sensitivity of the Canadian economy to changes in relative 
price levels in the international economy, both in the wholesale price index 
(which is heavily weighted with import and export goods) and in the consumer 
price index, which is influenced in part, in some cases with a substantial lag, by 
the movement of the wholesale index. The effects of the 1960-1962 changes in 
exchange rate values, which caused wholesale and (eventually) consumer prices 
to rise, although to a far lesser extent, can be seen on these charts. 


The substantial changes in 1964 in world prices of non-ferrous metals prod- 
ucts had some effect on the wholesale price index and some relevant sub-indexes, 
as shown in Table 20. Changes in import and export price indexes influence as 
well the implicit price deflator which is applied to the Gross National Expend- 
iture and its components to derive a constant-dollar GNE. Table 21 shows the 
year-to-year changes in these various measures of price change. 


TABLE 20 


PERCENTAGE CHANGES IN WHOLESALE PRICE INDEXES 
(Annual averages) 


1961 1962 1963 1964 

1960 1961 1962 1963 
(Generalilndexeqeer. (4. | ets foes Oa cob Ste dnte eaten «eee en +1.0 +2.9 +1.9 +0.3 
Wiereid Dleme ROG UChS tet ges in art characte © actus tetera se «retreats — +4.2 +7.6 -—1.9 
AIT al PGOUUCTSS sh AMA. «5a crt es ates craemviee mus iye deer a +2.9 +3.1 —2.6 —1.8 
exile rOdUCtsee etree ont coe eit en teare acca. +2.0 +2.9 +2.8 -+0.1 
WViGO CME ROCUCUSM eee Meh a sem bicohs uke cide derelsjamy cess mctaers +0.4 +3.5 +2.4 +2.4 
PROMMETOUMGCES co Hee occas Re he hibits shel PRR ate +0.7 —0.7 —1.0 +1.1 
INon-FerrousMetals and) Products) 26... seete tate tates +2.1 +5.8 +2.8 +4,2 
Non-Metallic Minerals and Products...............-.--5- —0.2 +2.1 +0.2 +0.7 
(CHeTmICAlSerOGUCUS mn: MAIR. PERI: on thletecldutorsttataetrctc a +0.3 +1.0 —0.6 +1.0 
Exeerstriale Materials 4. cea hs rc cdo tee tee siacat slatted Repeal ete eats tals +1.2 +2.0 +2.2 +1.9 


a 


TABLE 21 


IMPLICIT PRICE INDEXES OF G.N.E. AND COMPONENTS 
(percentage price changes) 


Year 

—— 1962 1963 1964 

1961 1962 1963 
PersonaliexpenuG ure aan ae bese ateie oiiuss cure tue ee! utes Bays ole ieie +1.3 +1.5 +1.5 
INonealITAble ZOOUBs se use i ct eee ee cece eerie emteletes +1.3 +1.7 se ge 

Durable SOOM Nickle fat title ehlel> stdclace weiel> © ietekatalstorenoiat —0.3 +0.4 —1. 
Sento NUL ne oe en A ORB Tire acme rrrts cea +2.0 +1.5 +2.2 
Government expenditure.......... Ee Oey hr ering +2.9 +4,1 met 
Business gross fixed capital formation............+-++++++5+- +2.6 +2.6 5 : 
New residential construction. ........-..++s+eseeeeeee +2.8 +3 1D Ha! 
New non-residential construction™...........-++++++ees +2.2 +2.6 aa : 
New machinery and equipment. ..........5-.ses seers +2.7 tee fe 
Exports of goods and services.........-.0+++eeeeeee eens esees +3.1 ae ; dni: 

Imports of goods and serviceS.....-....++see essere erences +4.1 +2. f 
Gross National Expenditure. ............-...:.-eeee seers +1.5 +1.8 +2.3 


ice i ing i ials and labour 
@) Price indexes of these sectors are measured by elements entering into costs (materia u 

purchased) rather than final selling prices, and generally it has not been possible to allow for changes in 
productivity. Over short periods of time, these cost indexes are not likely to vary to any extent from 
indexes of actual selling prices. Over longer periods, it may be that these cost deflators overstate price 


increases. 
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TABLE 22 


COMPARATIVE PRICE CHANGES, 1961-1964 


(Year-to-year percentage changes) 
Se 


Dec. 1962 Dec. 1963 Dec. 1964 
Dec. 1961 Dec. 1962 Dec. 1963 


ae 


(SP ONSUIMETRETICOMLNG OXer ore Raa taestace ect + cre ele cheieiphs: cvs sale hetinld elevenr== +1.6 +1.7 +1.9 
@enerall WholesalevPrice Indexsca.-...s-s<> sliseeeiene ses oR +2.4 +1.3 +0.3 
Non-terrous metals proGuctsen.c.u. a... 5.62560 ee eer +3.4 +2.9 +6.0 
Total fully manufactured goods...........0-seeeeeeeeees +2.4 +1.6 —0.1 
(GUNG CE AbOLACD Maret. actin a ete Beco ciucts tiees eee nits sae +2.2 +1.7 +2.4 
Tima port rice Mie OXY Aerie mcrae arian eetsiere heise letole rene eta +2.7 +3,.2 +0.1 
Eixpouteericerlndex Ge - crise iaaeiiieis oeteles+ uae = vs leke elk el leas +1.7 +1.9 +1.6 


eee ee ee eee EEE 


© Fourth Quarter 


The consumer price index average in 1964 rose by 1.8 per cent, about the 
game as the rise which occurred in 1963. Within the total index, the price index 
for services rose by 2.5 per cent, as the price of services continued its long-term 
upward trend. Other sub-aggregates rose less. These changes are set out in Table 
Bo: 

TABLE 23 


PERCENTAGE CHANGES IN CONSUMER PRICE INDEXES 
(Annual averages) 


1961 1962 1963 1964 
1960 1961 1962 1963 
Total Alimlbems secen emeee ies oe erie taceener tect ere a pete oak +0.9 +1.2 +1.8 +1.8 
MOG hore ict, Ste Meratenateea hac PMDeba alo enya eta n/a esate ye +1.5 +1.8 +3.2 +1.6 
ET OUSI Mareen ccoreteaet Pacis teeta ool eReader Mota cayahatal-evvieycloveyencuacs +0.4 +1.2 +1.0 +1.6 
NOON esa? mas lores Pee cia e's feos edness plas aie eo nin eg ehe 7 +1.4 +0.9 +2.5 +2.5 
EE TATISMONCAUION dienes sie Hie oaaass oii: Aoteeautes wate voices @ +0.2 —0.1 _— - +1.1 
HealthvanduPersonali@ ares. erate lenin see etacion aie +0.5 +1.9 +2.6 +3.4 
Recreation and eheacinges esa. ecicionwine ie tsetse oh cise ine +1.2 +0.8 +1.4 +1.7 
TobaccowmnaeAlconolteenes. eee en ee ne eee +0.4 +1.3 +0.3 +1.8 
Supplementary Classifications 
Comimodiitiesiy nse des mci eaemtcacs Sores ora ne ae ats +0.5 +0.8 +1.7 +1.3 
UN OLS aca aotciartaep eran era Ic cuctet bien ratcenaree tare —1.8 —0.7 +0.2 —0.9 
INon- Durables, jeisca oak. boca eee ee ne ee +1.0 +1.2 +2.0 +1.7 
Non-Durables excluding Food..............00.se+ee0% +0.6 +0.7 +1.0 pl rat 
POLI COS rene ste meet ar tvay a tesror irc rote bear oreholer tags ee eaten era ei aris +1.3 1.4 1.4 
Services exclucing Ss helterisecame term ascen aces senlenctes +1.9 1 1 ie 13 ? 


In the construction of both the consumer price index and the GNE implicit 
price deflator, some components are more directly affected by changes in wage 
levels than are others. For example, in both private and public construction, the 
Jack of final price data makes it necessary to use wage and material costs as a 
proxy for some prices. Some overstatement of price increases can occur when 
wage-rates rise, insofar as concurrent productivity increases in the construction 
industry may not be fully allowed for. There are similar problems in constructing 
indexes in the case of services. In the government sector, whose output has no 
market price, the value of the product also can be estimated only by measuring 
the cost of producing the service. These costs consist largely of wage and salary 
payments, and it is not generally possible to make any allowance for productivity 
gains, or for improvements in the quality of the service produced. This is equally 
true in the case of some consumer services. For some services productivity in 
terms of volume of output per man-hour cannot readily be increased. Rising wage 
levels are thus reflected in increases in the price of services. 
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SELECTED PRICE INDEXES 


CYCLE-ON-CYCLE SERIES 
Previous BusinessCycle Peak=100 


G.N.E. IMPLICIT PRICE INOEX 
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Developments in labour income, cost per unit of output and real output in 
manufacturing are depicted graphically in the chart on page 42. Real manu- 
facturing output in 1964 rose by 8.6 per cent, and output per production worker 
man-hour by 2.8 per cent. Average hourly earnings in manufacturing were 3.1 
per cent higher, and there was a fractional increase, of the order of 0.3 
per cent, in wage costs per unit of output in 1964 over 1963. The wholesale price 
index of fully or chiefly-manufactured goods rose by 0.9 per cent. The rise in 
prices of consumer goods, which was somewhat higher than the rise at the whole- 
sale level during the year, was also in part a reflection of rising costs in those 
service industries, such as wholesale and retail trade and business and commercial 
services, which are engaged in the task of distributing to the final purchaser 
the product of the factories. Some higher taxes, particularly on alcohol and 
gasoline, also affected consumer prices in 1964. Table 24 summarizes recent 
changes in some prices and costs, on a comparative basis. 


TABLE 24 


RECENT CHANGES IN COSTS AND PRICES 
(Percentage changes) 


1963 1964 

1962 1963 
Aversce Hourly. Marnings iy VM anitaCuubine ass kt dee cee ceire ie mcit stra street's aera atti +3.7 +3.1 
Average Weekly Wages and Salaries Industrial Composite....................00005 +3.5 +3.7 
Generslawiholesal oericor ides aa.e-- rates meee okie alate aoe hot raeenyas nities es eae +1.9 +0.3 
(WMGONSUMErEETICOs LNG GX. Seree mere sme as an hye Tee Sins oN cre reer Ue State toe eae +1.8 +1.8 
Leggeercr(ovel Ute AB Yoy leche. eee cea et RCS GRICE To! 4 o ROMER Oe ROE Rati ee) Ran Ce a +0.9 _— 
CAN SUCHE LI OLE canteen Gl exe nec atce ein taa.y ciefevoue s brociomarera decane dint deat s Qavesirohne arnare-<orae +1.8 +2.3 


—=no change 


The general stability in unit wage-costs in manufacturing, supported by the 
lack of significant pressure in other price aggregates, has continued to be a source 
of strength in Canada’s international competitive position. Table 25 shows the 
changes recorded in wages and prices in Canada and six major competitors in 
world markets, during the two years ending second quarter 1964. These changes 
continue a trend of similar annual magnitudes, in which over a period of three or 
more years, when the Canadian dollar moved to a lower level, only the U.S. has 
recorded greater stability than Canada. Rising prices and costs in other countries 


are improving the price and profit situation for Canadian producers competin 
both abroad and in domestic markets. : she 


TABLE 25 


CHANGES IN PRICES AND WAGES OVER THE TWO YEAR 
ENDING 2ND QUARTER 1964 UNLESS SPECIFIED ‘ 


(Percentage changes) 


——60>——oOoOoC—oorororCCoooo™” EES OS 


Consumer Wholesale Hourly 

Price Index Prices Earnings 

in Mfg. 

+3.7@ +1,2@) +7.2 

+2.6 —0.1 +6.6@ 
+4.4 +4.9 +8.6 
+5.0 +2.0 +14.9 

+8.3 +4.4 +16.7 
+11.6 +1.8 +22.0 


Third quarter comparisons. 
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LABOUR INCOME, COST PER UNIT OF OUTPUT 


AND REAL OUTPUT IN MANUFACTURING 
index 1949=100 
Ratio Scale 


LABOUR INCOME ye 
PER PERSON EMPLOYED ~~ 


REAL OUTPUT 
PFR PERSON EMPLOYED |, 


140 


120 
LABOUR COST 
PER UNIT OF OUTPUT 


100 


1949 5Q 5! 52 53 54 55 56 57 58 59 60 6l 62 63 64 


Quarterly - Seasonally Adjusted 


BALANCE OF INTERNATIONAL PAYMENTS 


The deficit on Canada’s external current account in 1964 of $453 million com- 
pares with that of $557 million incurred in 1963. The outturn for the year as a 
whole obscures some substantial changes in the size of the deficit during the 
course of the year, partly as a result of the timing of export deliveries of large 
orders of wheat, and partly as a result of some special factors affecting the timing 
of imports. The net effect of all this was a much lower deficit (on a seasonally 
adjusted basis) in the middle quarters of the year and higher deficits in the first 
and last quarters of 1964, as compared with the year as a whole. 


It is particularly difficult to assess Canada’s external position in 1964 simply 
in terms of the outturn on current account. The most obvious (but by no means 
the only) special factor operating in 1964 was the completion of the exceptional 
export of wheat and flour to the Soviet Union, begun in the previous year. 
Subtraction of the value of these shipments from Canadian exports would imply 
current account deficits of about $750 million in both 1963 and 1964. Not only 
is this, in itself, some improvement on the deficit of $874 million incurred in 
1962; but even as between 1963 and 1964 it represents some relative reduction of 
the deficit when measured against rising national income, previous cyclical 
expansions, and a pattern of demand more heavily influenced by investment. 
Moreover, the contract with the Soviet Union was only one, though the largest, 
of a number of such contracts with the countries of Hastern Europe, and Com- 
munist China; and the earnings involved cannot simply be deducted from the 
export side of the balance sheet, since they will both have provided the means of 
payment, and generated demand, for additional imports. Therefore, when the 
balance of payments is referred to as ‘“Cex-wheat”’ or ‘‘ex-Russian wheat”’ in the 
following analysis, it must be remembered that this is simply a statement of 
actual levels of performance, and not of what would have happened in the absence 


of any special wheat sales. 
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There was a rise in the surplus on merchandise trade in 1964, which came 
about as exports increased by 16 per cent, while imports grew by 15 per cent. 
In all, this led to a surplus amounting to $700 million, in contrast to a surplus of 
$503 million in 1963. Non-wheat exports rose by 16 per cent, rising more or less 
steadily throughout the year, following a very sharp upsurge in the latter part 
of 1963 and the early months of 1964. Imports, by contrast, after rising sharply 
throughout 1963 and into the early part of 1964, declined about mid-year and 
did not show any pronounced trend thereafter. The levels of imports in the early 
part of the year were associated with heavy purchases of machinery. The fourth 
quarter level of imports was affected by automobile strikes in the United States 
which held down the import of automobiles and parts. 


The major improvement on merchandise trade account in 1964 was partly 
offset by a widening of the deficit on non-merchandise account which amounted 
to $93 million. Within the non-merchandise account, an improvement on freight 
and shipping transactions associated with movements on trade account was more 
than offset by other items. Travel expenditures swung by $72 million from a 
small surplus in 1963 to a small deficit in 1964. It would appear that, in this sector, 
the impact of devaluation has probably worked itself out; the swing likely also 
reflects rising levels of personal income in Canada, reductions in air fares to 
Europe, and poor weather during the summer of 1964 in Canada. Net out- 
payments of interest and dividends rose for the fourth successive year. The 
deficit on miscellaneous current transactions (such as business services) increased 
slightly. As a result, the total non-merchandise deficit rose again to $1,153 
million in 1964, or to approximately the same level as in 1961, after being about 
$100 million less in the intervening two years. 


TABLE 26 
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT 


(Millions of dollars) 


1959 | 1960 1961 1962 1963 | 1964 


Current Receipts— 


Merchandise exports (adjusted)........... 5,150 5,392 5,889 6, 380 7,082 8, 238 
Gold available for export................. 148 162 162 155 154 144 
Travel expenditures 0/5.) 4 tits seve ulin ceuhs 391 420 482 562 609 661 
Interest SNGITVIGENGS a, Aerie emysoum wien 182 173 209 202 223 287 
i reight and shipping. seas con Gas cmap hsoer 420 442 486 509 560 642 
Inheritances and immigrants’ funds....... 109 102 103 124 149 166 
Other current: receipts.........+200+.-sse+s 392 419 403 451 449 468 
Total Current Receipts............. 6,792 7,110 7,734 8,383 9,226 | 10,606 
Current Payments— 
Merchandise imports (adjusted)........... Ovole 5,540 5,716 6, 203 6,579 7,538 
Pravel expenditures. cine. sony <sbyi/e# sicleiss 598 627 642 605 589 713 
Interest and GIVIC OMS ois vam. alec dans 671 653 770 794 869 960 
Freight and SLU) U che AS Oe ate CoA 525 533 568 595 641 703 
Inheritances and emigrants’ funds......... 165 181 174 175 182 191 
Official contributions, .-4-eecne eee. 13 61 56 36 61 68 
Other current payments.................. 693 758 790 849 862 886 
Total Current Payments............ 8,296 8,353 8,716 9,257 9,783 | 11,059 
Balance on Merchandise Trade................ —422 —148 173 
Balance on other Transactions................ —1,082 | —1,095 sri Se as bel 
Current Account Balance................... —1,504 | —1,243 —982 —874 —557 —453 


— Se ee EES TA 
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On the capital side, the inflow of long-term capital which had been substan- 
tially reduced in the latter part of 1963, rose markedly in the course of 1964. 
Following an outflow of $37 million in the first quarter, there were inflows of 
$116 million, $171 million and $477 million in the second, third and fourth quar- 
ters of 1964. Largely accounting for this increase were substantial receipts from 
the delivery of new issues of Canadian securities. Some of these issues resulted 
from deliveries contracted for earlier, and from the ‘‘backlog”’ which arose in the 
course of the year, pending the enactment of the Interest Equalization Tax in 
the United States, and the accompanying ‘‘Canadian exemption”’ for new issues. 


Movements of short-term capital during 1964 were important. In the first 
and second quarters there were inflows of $338 million and $108 million respec- 
tively, which were reversed by outflows of $230 million and $127 million in the 
third and fourth quarters. In the first quarter the net balance on long-term and 
short-term capital was not large enough to offset the deficit on current account 
and consequently, Canada’s official holdings of gold and foreign exchange 
decreased by $127 million. In the second, third and fourth quarters, official 
reserves increased by $62 million, $97 million and $54 million. Canada’s net 
position in the International Monetary Fund, that is the net resources provided 
by Canada to the IMF, increased by $277 million over the year. Of this amount 
$213 million represented the liquidation of an obligation to repay. The remaining 
$64 million represented Canada’s creditor position in the IMF and under the 
General Arrangements to Borrow, which arose from drawings of Canadian 
currency by other members. 


TABLE 27 


SUMMARY OF BALANCE OF PAYMENTS 
(not seasonally adjusted) 


1963 1964 
1Q | 2Q | 8Q | 4Q 1Q | 2Q | 8Q | 4Q 
id Se COC ae PR ear ae GR ares 2 eee Pye es ee 
(Millions of dollars) 


Merchandise Trade Balance.............-- + 74) + 74) +151 | +204 |] + 33 +149 | +356 | +162 
Deficit on Non-Merchandise Transactions. .| —322 | —278 | —135 | —325 | —376 —305 | —141 | —331 
@urrenteNecount Balance... 2.46... cee o —248 | —204 | + 16 | —121 | —343 | —156 | +215 | —169 
Capital Movements (+ = inflow) 

sakslopifay) +375 | +209 | + 33 4 37 | +116 | +171 | +477 

Long-T WONG haat eer rene kse _ _ 
SoeeTerrn Fonts PAPAOIT ERC A aE ANS — 61 | +106 | —108 | +153 | +3838 | +108 | —230 | —127 
Sibson Weeees on ano eas deme or dacs + 66 | +111 | — 59 | + 28 | — 42] + 68 | +156 | +181 


Change in official holdings of gold and 
foreign exchange expressed in Canadian 


dollars (+ = increase).........-+++-: + 66 | +111 | —145 | + 28 | —127 | + 62 | + 97} + 54 
(— = decrease) 
Net International Monetary Fund position. . tee .. | + 86 . | + 85!) + 6] + 59 | 4127 


+ 66 | +111 | — 59 | + 28 | — 42 | + 68 | +156 | +181 


A more detailed exposition of these developments follows. 


CuRRENT ACCOUNT 


With some renewed growth in the size of the non-merchandise deficit, the 
overall improvement on current account in 1964 was wholly due to the increased 
surplus on merchandise trade. 
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TABLE 28 


BALANCE OF PAYMENTS ON CURRENT ACCOUNT: MERCHANDISE 
AND NON-MERCHANDISE BALANCE 1946-1964 


‘ Non- Current 
ee a Merchandise Account 
rade Trade Balance 


(Millions of dollars) 


1 Oe pe Sa 060. CO NIASe Qa ONO y Pea ac ae citideod ACO tin Gor ts cparsie +571 — 208 +363 
LOE Upalc cB 6 Be GOO holst MO Planets SOC be to ee on OCR an Oca ty +188 —139 rag 
LOLS Sr, Moma tive De tonainsahe + Geom. Ma terk © pest peter +432 ar) +451 
MO eeeeaye ste Be oP asa ur, «storie pS vacuo ALTACE Me ce Syne eas +293 —116 i eliieh 
LODO eeesran nee Mareen tee foci Patek a eitalele Gin netnan amie totes pisele «Ores ae ly) —344 —334 
ee leigls ccd > ead AO ORE Le ISON AS Fido ROO ER ak pnd Ona — 147 —370 —517 
UO 2 a rara arson enced: acres Searelot Sakeg Br obec s cue uh oy axssin aan ona snperen eLroren +489 —325 +164 
LQ Sattar ars yerrcier cre rede eae shes rete e chao avelttuafens ake ausrs Mevieee 6 ¢ — "98 — 385 — 443 
LO DARREN et wales ch detent peses Shar’ fear is tee Raton on brane ci'staudea ot ayaceseletoretahaweter hf = 18 —445 —432 
LC O eke eA no rao d DORIS © cx Rime Oto Ubiniine UICC cA prtc or nem eran —211 —487 — 698 
DO eeaeasy recminteest crane recat Ve iste ican eee AY aa aS aa) oils ROMA CPE wos cheno na —728 — 638 —1,366 
LOD TRAM tA AN tes | eke s shea a Mist. cizets Mele ements Gagmetmereteatstars —594 —861 —1,455 
1 ots bo 5 cd Ai ROO CoH) Ana a teen Pe OS ca RTE RIS 5 Oe =179 —952 ae liaaeasil 
NO SOR Mar tae Meee kta sesscs Vata naan dy AN d, casusvals SOCORRO G shar eiate —422 —1, 082 —1,504 
LO OD Mey cmrmrterateantie rts atete Oi ccactarerce tis lect tare! a iat tae eget sae eee eet — 148 =1,095 —1,243 
NO OU Rie Sayre chicka ee tL N. ome ees. vase sree aos +173 —1,155 — 982 
ILO G2 Bex earera tity cess OD ta ci aseevavaimuacabare ¢ nds heehee tebe a arepetriy mebeie De see =U OE — 874 
UD GS erence tenets ators OLLI Pe dete oc ourass s1e tte sieatea revacereeeme ete etna +503 —1,060 —557 
LOGE Ero meat etnts cite Merce hints tha cabin os vic Meena Ghat ek lets +700 —1, 158 —453 


From a peak deficit of $728 million on merchandise trade in the strong in- 
vestment year of 1956, there has now been a swing of about $1.4 billion to a 
surplus of $700 million in 1964, although the latter year is affected by the special 
shipments of wheat under the Russian contract. Simple deduction from exports 
of the wheat sales under the Russian contract would still leave merchandise 
surpluses of approximately $300 million in 1963 and $400 million in 1964. The 
deficit on non-merchandise transactions rose in 1964, although it has not varied 


IMPORTS AND EXPORTS OF MERCHANDISE” 
BY QUARTERS, 1955-1964 
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by much more than $50 million around an average of $1,100 million for the past 
six years. A substantial part of the increase was accounted for by a reversal 
of an earlier improvement on travel account, and most of the remainder by 
increased net payments of interest and dividends to non-residents. A modest 
improvement on freight and shipping and inheritances and migrants’ funds was 
largely offset by lower production of gold for export and by higher official contri- 
butions. There was a slightly higher deficit on other non-merchandise trans- 
actions. 


In 1964, total merchandise exports including re-exports were 16.3 per cent 
higher than in 1963. For all goods other than wheat, the increase in 1964 was 16 
per cent; excluding the special shipments of wheat and flour to the Soviet Union, 
but including all other wheat, exports of which increased moderately, the rise was 
15 per cent. By any of these standards, the improvement in exports outweighed 
the 14.6 per cent rise in imports in 1964. 


On a quarterly basis, and allowing for seasonal factors, the improvement in 
the merchandise surplus gathered momentum very strongly during the first 
three quarters of the year, in contrast to the relatively level pattern shown in 
1963. In the first quarter of 1964, imports of goods were already more than 14 
per cent up on the average for 1963, in response to the heavy investment expend- 
itures undertaken in that quarter. They then rose only slightly from the first 
to the second quarter, and fell back again in the third. There was some increase 
in the fourth quarter, although the automobile strikes in the United States held 
down the level of imports of automobiles and parts. Since wheat sales in particular 
raised exports substantially in both the second and third quarters, the trade 
surplus was running at an annual rate of well over a billion dollars by the third 
quarter, more than four times the level in the first. The completion of the special 
wheat sales to Russia in the third quarter and the increase in imports in the 
fourth led to a reduction in the merchandise surplus in the final quarter of the 
year from the exceptionally high level reached in the third quarter. 


Apart from the special wheat sales, the pattern of export performance in 
1964 was chiefly influenced by steady growth in most of the major traditional 
exports, and quite striking advances in some of the newer export sectors, espe- 
cially manufactured goods. Between 1963 and 1964, exports of newsprint, 
lumber and woodpulp together rose by just over 10 per cent, those of nickel 
in ores, concentrates and scrap by 11 per cent, and those of aluminum, nickel 
and copper as metals, with their alloys, by rather more than 9 per cent. The 
value of crude petroleum shipments rose by nearly 12 per cent. These exports 
continued to account for well over 40 per cent of non-wheat domestic exports 
in 1964; but none showed as dramatic an increase as iron ores and concentrates, 
which rose by more than 32 per cent, or manufactured goods, which increased 
by more than 41 per cent. 


A part of the growth in exports of manufactured goods was accounted for 
by aircraft and parts, exports of which were 130 per cent higher in 1964 than in 
1963. Since payment for such items as aircraft and ships tends to be spread out 
over the duration of the construction contracts, the effects of changes in such 
exports on Canada’s balance of payments in any one year are normally much less 
than the crude trade figures suggest. In 1964 there were also further substantial 
increases in exports of agricultural machinery, locomotives, automobiles, engines 
and parts, and measuring, testing and data processing equipment; and these far 
outweighed a slight decline in exports of radio, television and radar equip- 
ment. Some of these exports of highly processed manufactured goods were 
financed by export credits, which have increased in importance in recent years. 
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TABLE 29 
MERCHANDISE EXPORTS BY COMMODITY GROUPS 1961 AND 1964* 


| Chem | Manu. 
Farm Metals icals 3 
a and Fish | Forest and and teens tenes Total 
Products | PF oducts | inerals Ferti- Miacele 
lizers laneous 
1961 million dollars.......... 1,301 1,623 1,861 251 719 140 5,896 
ee totaleeeee dees 22,1 2120 31.6 4.3 12.2 2.4 100.0 
1964 million dollars.......... 1,937 1,970 2,389 302 1,341 201 8,140 
GRE ONES ocmog but or. 23.8 24.2 29.3 Biff 16.5 2.5 100.0 
(year ending 
Sept. 30) 
% Increase 1964 over 1961.... 48.9 21.4 28.4 20.3 86.5 43.6 38.1 


*Trade of Canada basis, excluding ‘‘ Special Transactions—Non-Trade’’. 


As in 1963, imports of automobile parts continued to rise strongly over the 
year as a whole in 1964, and there was also renewed growth in imports of com- 
plete automobiles. Farm equipment, tractors, non-farm machinery in general, 
and steel plate, sheet and strip were all imported in substantially higher volume 
than in the previous year; but there was a 3 per cent fall in the value of imports 
of crude petroleum in the first nine months of the year. 


In terms of geographical areas, well over half the improvement in the 
favourable balance on merchandise trade with overseas countries was offset by 
an increase in the deficit with the United States. In 1964, the surplus with the 
United Kingdom increased by $138 million, or 28 per cent, and that with other 
overseas countries expanded 76 per eent, rising to $871 million partly, but not 
entirely, as a result of special sales of wheat; the surplus with these other over- 
seas countries on items other than the wheat shipped to the Soviet Union rose 
from over $300 million in 1963 to roughly $565 million in 1964. The deficit with 
the United States, on the other hand, increased by 65 per cent, rising by $317 
million to $805 million. 


TABLE 30 
GEOGRAPHICAL DISTRIBUTION OF MERCHANDISE AND NON-MERCHANDISE 
BALANCES 
United United Other All 
States Kingdom Countries Countries 


1963 | 1964 1963 | 1964 1963 | 1964 1963 | 1964 


(Millions of dollars) 


Merch. Exports (adjusted)......... 3,970 | 4,397 1,017 1,218 | 2,095 | 2,623 | 7,082 8, 238 
Merch. Imports (adjusted).........] 4,458 B02 521 584 1,600 sy 6,579 7,538 
PradéBalancesnse ee eee —488 —805 +496 +634 +495 +871 +503 +700 
Non-merch. receipts............... 1,507 1,589 279 355 358 424 2,144 rm 2,368 
Non-merch. PAVMENtS 14ah., ee ealeee eOe 2,448 37D, 417 627 661 3, 204 3.521 
Non-merch. balance............... — 695 —854 —96 —62 —269 —237 |—1,060 | —1,153 
Total ourrend receiptsis. . 227-6. eae 5,477 | 5,986 1,296 1,573 | 2,453 | 3,047 | 9,226 10, 606 
Potal current payments............ 6, 660 7,645 896 1,001 2, 227 2,413 9,783 11,059 
Current account balance........... —1,183 |—1, 659 +400 +572 +226 +634 —557 —453 
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On non-merchandise account, the increase of $93 million in the overall 
deficit in 1964 was more than accounted for by transactions with the United 
States, on which the deficit increased from $695 to $854 million, while there was 
a smaller deficit with the United Kingdom and a fall of $32 million in that with 
all other countries. 


There appears to have been a deterioration in Canada’s terms of trade in 
merchandise, as the export price index rose by 1.7 per cent in 1964, as against 
a rise of 2.7 per cent in the first nine months in the import price index. The 
strengthening of export prices derived in part from strong rises in world prices 
for non-ferrous metals during 1964; although these have since fallen back in 
most cases, and much of Canadian export trade in this sector is based on longer 
term negotiated contracts rather than on world market prices, the general level 
of metal prices is now significantly higher than during the late fifties and early 
sixties. 

Nevertheless, by far the greatest part of the rise in Canadian export earn- 
ings in 1964 was due to the higher physical volume of merchandise shipped. 

In contrast to the experience of previous postwar business expansions, the 
merchandise account has not deteriorated; indeed there has been a fairly steady 
improvement in the merchandise balance. Although the share of merchandise 
imports in Gross National Expenditure rose in 1964 to around the level reached 
at the peak of the previous expansion, in 1959, it was well below the earlier 
peak ratios of 1951 and 1956. 


IMPORTS OF GOODS AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 


PER CENT SEASONALLY ADJUSTED PER CENT 


2! = a 2I 
20 c | i 


1950 1951 1952. +1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 


SOURCE: D.B.S. NATIONAL ACCOUNTS, CURRENT DOLLAR SERIES 


While it is not possible to quantify the effect of the 1962 devaluation and 
subsequent relative stability in costs and prices upon Canada’s current external 
transactions, it seems clear that their impact upon the merchandise account 
has been substantial and significant. 

Canada’s commercial and industrial policies, as well, have combined to 
improve her competitive position. This has brought about not only continued 
expansion of total exports (to which the level of economic activity in Canada’s 
foreign markets also made a major contribution) but also their diversification, 
and especially a further marked rise in exports of manufactures. 
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TABLE 31 


BALANCE ON TRAVEL ACCOUNT 
All Countries 


ee eeaeaeaez=z*~>S$=0—00—M—w—w—w—uoaas] 
Receipts Payments Balance 


(Millions of dollars) 


IO re Set UAC AEC RoO oo To DOG OnOCD DC Un Ou REC Roc Orrin tao 302 365 —63 
OBA T Reni: Aart ce hte cate ee ores ose raho ayanenens ©. cnota ciphers cabahel mite Saleere¥s 305 389 —84 
iG Serre a RE Oa ORO ORInan cMmackT os rome cer oieiaclo et ick aaticr te 328 449 —121 
CEG WRB. SOT Aatoce SoA ATO Dre ae amaao Tec nryd 2 Gry ei wie oyrs erat Oxi 337 498 —161 
LOD Mae ere aed ele sreere olsen s tushecern aie Staal ager ounls eeielayece « 363 525 —162 
HO SAE rca tL sot cotta sete letostaveban tia havekahs anos seve. « Stabe the beh te hte otels 349 542 —193 
ES) aac, Scitin AGB RLe IMA Isis H Aoi aigoneie GU Oa on Ch Usama Opa 391 598 —207 
OE Dhaiwe na Be Oe Bp cnn Ocare a Gbicn our CeoRO neta Gotan motor 420 627 —207 
LOGI 0) Hobmstricsss sas dara ta. enh span mede caamededehe she 482 642 —160 
RTGS ond Bn aa Aeros Gone atc ote cat.o1d4 tc rat 2. oe UROR Ac oii 562 605 —43 
HO Ga ieesrreee ciate ls ic tareker sie coierere cube mtayaiebars oar taper tareroieccrar cMsretaxehetecsis 609 589 +20 
NOGA 2 Niece ceyssavears ctegarsirctel etsucieiayslietars, vi stele erat eke tacels nerd ate, oscs oie 8's ekpreliauers 661 713 —52 


Apart from travel expenditures, which have already been described, the 
deterioration on non-merchandise account as a whole in 1964 was due to increased 
net payments of interest and dividends to non-residents. The gross outflow on 
this account rose from $869 million in 1963 to $960 million in 1964, or by 10 
per cent; income on Canadian investments abroad rose from $223 million to $287 
million at the same time, or by 29 per cent, but as a result of the preponderance 
of outpayments in this account the deficit widened by $27 million, or over 4 
per cent. Official contributions rose from $61 million in 1963 to $68 million in 
1964. 


TABLE 32 


NON-MERCHANDISE ACCOUNT 
(Seasonally adjusted at annual rates) 
(National Accounts Basis) 


Receipts Payments Balance 


(Millions of dollars) 


1S Ao ener one y ra ira Pree Ain Geta AMMA GAG cn ChLAB G baici 1,948 2,920 —972 
21 Bie bla Ran eTeRD cho Or pe acne eosin arate eo ET aA Oe er BE 1,968 2,932 — 964 
ey LOGS Sista Sinaia cate atin: Ateee cio « NOREEN re eat Lee 1,992 3,076 —1, 084 
BO) TOG... cc stehe < Sis Meter hace ccolakennce ae Eee RE eeesahc) a 2,072 3,160 OSs, 
Ly TOO sa nec etea 45 dia reed UREN ice eee aes Meee tore cia 2,192 3,312 20) 
BOY TBG4. « nu cag 8 Aue ada he era Gata a ten, ee, oa 2,124 3,200 —1,076 
BQ 1004..5 ayer clad «aaa geek 1c ae ee ee 2,184 3,308 —1,124 
SQ TGR Fong a ete oe ae Coe 5 Gee eae eee ee 2,308 3,500 —1,192 
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BALANCE ON NON-MERCHANDISE TRANSACTIONS 


1954 — 1964 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


NET PAYMENTS ON NON-MERCHANDISE TRANSACTIONS 
1,400 }— 1,400 
1,200;— 1,200 
1+ 
LL OTHER CURRENT 
1,000 ED TRANSACTIONS. <8 | 000 
i. | ) 
0) «Ga cae 
Woe 7 
-600}— — 600 
3 Ay 
400 ; ft INTEREST AND DIVIDENDS —| 400 
fe 7) 5 
200}— 200 
Waa Ve Viz TRAVEL EXPENDITURES 
0 0 
GOLD PRODUCTION 
AVAILABLE FOR EXPORT 
200 200 


NET RECEIPTS ON NON-MERCHANDISE TRANSACTIONS 


1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 


CapiITvaL ACCOUNT 


For the year 1964 as a whole there was a net capital inflow of about $800 
million. The bulk of this net inflow was in the form of long-term capital, largely 
arising from sales of Canadian bonds. The amount of direct investment inflow 
remained at the relatively low level it had reached in 1963. Short-term capital 
inflows amounted to slightly less than $90 million for the year as a whole. 


In the course of the year the movements of capital in long and short-term 
forms displayed sharp fluctuations. The announcement of the proposed Interest 
Equalization Tax in the United States in July 1963 had put a considerable strain 
on Canadian financial markets. Even with the exemption from the tax proposed 
for new issues of Canadian securities, the uncertainties pending the disposition 
of the legislation and their effect on financial markets had virtually caused the 
closing of the market for new issues in the United States for Canadian borrowers. 
By the fourth quarter of 1963, inflows of long-term capital in the form of direct 
investment and transactions in Canadian securities had also virtually dis- 
appeared. This trend continued through the first quarter of 1964. Subsequent 
to this, the net inflow of long-term capital increased substantially as deliveries on 
previously arranged new issues were received in larger amounts in the second 
quarter and some new issues began to be placed. In the last half of the year, 
the inflow of long-term capital was considerably above that of the first half. 
In particular the passage of the Interest Equalization Tax and the granting of 
the Canadian exemption were associated with a substantial increase in inflow 
from new issues which had been building up in anticipation of the passage of the 
Bill. 

Movements of short-term capital in 1964 exhibited a different pattern with 
substantial inflows in the first half of the year being followed by outflows in the 
second half. 

On balance, the total capital inflow in the first quarter of 1964 was not 
sufficient to cover the deficit on current account, and there was a decline in 
foreign exchange holdings. In the second quarter, the inflow of capital covered 
a smaller current account deficit and there was some increase in exchange hold- 
ings. In the third quarter, although the net movement of long and short-term 
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capital was outward, the seasonally high current account position (which was: 
in surplus) more than offset the capital outflow. In that quarter there was an 
increase in exchange holdings and a reduction in Canadian dollar holdings of 
the IMF. In the final quarter of the year, the deliveries of long-term capital 
which had been building up in anticipation of the passage of the Interest Equali- 
zation Tax, along with other forms of capital inflow, more than offset the cur- 
rent account deficit and there was an increase of $54 million in Canada’s of- 
ficial holdings of gold and foreign exchange. IMF holdings of Canadian dollars 
were also reduced further. For the year as a whole, the capital inflow was suffi- 
cient to cover the current account deficit. Official holdings of gold and foreign 
exchange reserves increased by $86 million and Canadian liabilities to the 
IMF amounting to $213 million were eliminated. In addition, Canada pro- 
vided resources amounting to $64 million through the IMF to countries in 
balance of payments difficulties. 


TABLE 33 
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS 


—- 1960 | 1961 | 1962 1963 | 1964 
(Millions of dollars) 

Direct investment in Canada...............0000ee +650 +520 +495 +240 +165 
Directunvestment abroad... . ci. s-se. aceon een — 50 — 75 —109 —110 — 90 
Canadian securities— 

Trade in outstanding bonds and debentures..... + 3 + 61 + 64 + 39 + 7 

Trade in outstanding common and preference 

SLOCKSMM LER Anon Rites aa cle a eka eben + 51 + 39 —116 —169 — 97 

INIGWe ISSUCE shared: aaaiiekeh cian buds ploieicbo tha: +447 +538 +728 +968 +1, 053 

FREUITOMMEN US estar aistisrenererarars atterctetese etter ors —265 —300 —320 —335 —357 
HMoreign securivies: (botal\nas comrade ce ieee cui. — 19 — 34 — 65 + 23 — 57 
Loans and capital subscriptions by Gov't of Canada- 

NAVAN CES RELC Fasmecieit sss ciao adie See «coed — il — 8 — 22 — 18 — 10 

Repayments to,Candaaysenmecn tates cs veicrce + 32 + 37 +129 + 25 + 9 
ColumbiayRiver Dl reaty. net Qh saaes aseitnercicemete< — - —_ - + 54 
Long-term capital transactions not included else- 

Wihere sree papers eee chads oo eerie haem ieee sek: + 62 +132 —116 — 50 — 20 
ones in Canadian dollar assets of foreigners— 

SDOSIES HEN Ae eee thers Dede vate eee Geek wes + 79 + 34 — 13 40 25 
Government of Canada demand liabilities®).. . — 12 — 2 — 4 2 1 = — 
Canadianstreasunyaoills ep reece eee + 56 — 58 + 4 — 27 — 16 
eeciee apse dea PADEL roth, EC relawe oer f 93 12 

anadian finance paper.............-0eseeeeee- ai ae 
Canadian finance company obligations not in- cee +100 +183 + 52 +169 

cluded elsewherettn.ct.. 05h. teee eee. ; Lee + 68 
Bank balances and other short-term funds abroad. — 60 +140 + 93 —255 —499 
Allvother ‘transactions#t)...c25iatasecae ome «sek... +171 +148 +148 +233 +354 
Net Capital Movements excluding monetary 
items: shown bellows tees tk eee eee +1, 204 +1,272 +1,029 +703 +816 
Official monetary movements in the form of: 
Sige ee official holdings of gold and foreign 
OXCHANLO s.ic5 cos tice oe ae be coe One Newel elke — 39 229 
Change in net International Monetary Fund 4 ee ua 8 
POSICIONEL |... So. ses Pee kins. « bases ems alee. « _ 61 - 
Other special international financial assistance. . = ‘ — bigs t af spl 


ee ee a a ee ee ee res | ee Bll es a 
®See reference to Columbia River Treaty on page 55. 


©) Demand notes of international investment agencies other than the Internati 
C onal Monetary F 
Trust and Deposit Account of U.S. Government with Government of Canada. tae 
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Direct investment in Canada during 1964 amounted to $165 million or 
$75 million less than in 1963. The levels of capital inflow for direct investment in 
Canada in these two years were substantially below the levels reached during 
the decade 1953 to 1962. Over that ten year period, new direct investments in 
Canada, and the acquisition of existing businesses and refinancing, had aggre- 
gated close to $5.0 billion with more than half of these investments going into 
the petroleum, natural gas and mining industries. 

Industrially, the largest part of the inflow for direct investment in 1964 was 
attracted by manufacturing enterprises, petroleum and natural gas industries. The 
outflow of capital for direct investment abroad amounted to $90 million in 1964, 
compared with an outflow of $110 million during 1963. 

The volume of new issues of Canadian securities had been substantially 
reduced in the second half of 1963 and the first quarter of 1964. Proceeds of new 
issues, including deliveries of issues placed earlier, increased during the second 
quarter to $313 million. Following the enactment of the Interest Equalization 
Tax in early September and the granting of the Canadian exemption, there was 
a substantial increase in new issues abroad in the second half of 1964. As indicated 
in Table 35, new issues of Canadian bonds offered in the United States rose 
in the third quarter, and preceded a very large inflow in the fourth quarter. 
Towards the middle of the fourth quarter, long-term interest rates in Canada 
declined and the Canadian-U.S. interest rate differentials narrowed. A sub- 
stantial reduction in the volume of new contracts arranged occurred late in the 
quarter. 

TABLE 35 
NEW ISSUES OF CANADIAN BONDS SOLD TO UNITED STATES RESIDENTS 


Period Offerings Deliveries | g baci aw 
(Millions of dollars) 
1963— 
Pipe ete oa ios, oe 512 394 451 
eee GROSS ia ai bahar ROR ae RR ie ie Piette 126 368 209 
eA eli clas Soke Nin ea Mess hc as sleek oo dates 30 92 147 
Be) AEE ropa clad dco lvecwian tcc hes es 30 50 127 
1964— 
ND mee Pees cea starevsinia « wiesSniele ates afs/e dlaians sists Sawreins ore atecdece s 96 130 93 
Be) eae racial ole ISL alco Se crake euapeneiarere ere tenavele cal oianeioio ee cre aeers 236 289 40 
ONO) ae tee abo RasGNs NAO cf silesy fis Sho ave atest he Slatsre anaselere, ovate over vxeisae eoterk 293 87 246 
MOY stat Reo ats 6s eG a hate aa Ge Kae aoa prereons stele o/s stele Gite etactovus 305 484 67 


@® At end of period. 


Retirements of Canadian securities in 1964 amounted to $357 million. Since 
1961, international transactions have involved substantial capital outflows for 
the retirements of Canadian securities held abroad. In that four year period, 
retirements of Canadian securities have amounted annually to approximately 
pa porn or some $100 million more each year than during the period 1958 
) ; 

During the decade 1952 to 1961, trade in outstanding Canadian stocks had 
resulted in average net sales by Canadians of approximately $100 million annually. 
Since the first quarter of 1962 trade in outstanding Canadian stocks has re- 
sulted in net repurchases by Canadians of $382 million. In the course of 1964 
net repurchases of Canadian outstanding common and preference stocks declined 
from previous years’ levels. However, the gross volume of trade in Canadian 
rr which had declined markedly in the second half of 1963, increased in 

The net inflow of capital, resulting from trade in outstanding Canadian 
bonds and debentures, totalled $77 million in 1964 compared with $39 million 
in 1963. Gross trade in outstanding bonds and debentures, which had been sub- 
stantially reduced in 1963, remained at low levels in the course of 1964. 
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TABLE 36 


TRADE IN OUTSTANDING CANADIAN SECURITIES BETWEEN CANADA 
AND ALL COUNTRIES 


a A Ad ne a I Td 
eanaoqoleleaeaaaoaoaoawowooaoauouananauauau=meeeeeoeoe—e—e—e—eeoeeeeeeeeeeeee 


Canadian Bonds and Canadian Common and Total 
J Debentures Preference Stocks Pe 
Period $$$ ee ee eee 
Sales | Purchases Sales | Purchases Sales | Purchases 
To From | Net To From | Net To From | Net 
(Millions of dollars) 
1962— 
NQ eed eta ee 225 228 — 3 250 263 —13 475 491 —16 
A Bit ear est = anon 192 188 + 4 191 236 —45 383 424 —41 
BOE a ys: rei = eae 121 82 +39 114 140 —26 235 222 +13 
2G) See ae 162 138 +24 138 170 —32 300 308 — 8 
1963— ; 
Oe go ane ater & 67 44 +23 124 180 —56 191 224 —33 
QO ee. Behe: 85 58 +27 131 175 —44 216 233 —17 
SOT id 4 6 ae ee 39 46 —7 75 102 —27 114 148 —34 
4@ a¥ 142% i. ‘Berar 48 52 — 4 85 127 —42 133 179 —46 
1964— 
LOR. Fe) UME 38 34 +4 107 151 —44 145 185 —40 
DAO SG a AOE Set 62 48 +14 164 172 — 8 226 220 + 6 
SO eee cre oe 58 21 +37 137 142 — 5 195 163 +32 
ACV ETS: 103. GEES 69 47 +22 127 167 —40 196 214 —18 


+=capital inflow 
— =capital outflow 


There were also some marked changes between 1963 and 1964 in transactions 
in foreign securities. Following a net inflow of $23 million in these transactions, 
in the course of 1963, there was a net outflow of $57 million in 1964. A swing 
of $82 million in net trade in outstanding foreign securities (from an inflow 
of $42 million to an outflow of $40 million) largely accounted for this develop- 
ment. Sales of outstanding foreign securities in 1964 amounted to $515 million, 
an increase of $85 million from 1963. Purchases from foreigners rose to $555 
million from $388 million in 1963. 


TABLE 37 


TRADE IN OUTSTANDING FOREIGN SECURITIES BETWEEN CANADA 
AND ALL COUNTRIES 


Net 


Sales Purchases 
To From 


(Millions of dollars) 


1962— 

eee Te eT eee 92 120 —28 

Deveney. Unpiles nacenn. O66) .Of-4LOloRe-Biie 4h TN 97 130 533 

[rT aR TE alte eR ieee aero 86 91 5 

REGS RE PA UNE GOEL: HoT A A MY 81 83 a 
1963— 

CORAL SALE CIA ba he Mclean en ek 80 75 eS 

SO miieion Sess Gets S Gite Ol) PORTE: 133 111 429 

Rice patel Boe cts en arb baal sh brcerecaad obese eet GaeEEE 88 92 tie) 

Jen oO ER pete nd ERT 129 110 419 

. I: <A a 25 ERNE RTI 122 126 saa 

rah Mitt Wie ee PE OMe k ORE SURI MIE Los Me cneE TOE Men 149 178 —29 

J 6 paola AP sade i lla A Ie) © sian, ae antec ReS 119 121 By 

BU Groton SEO IST Ath BOOBs 125 130 228 


+ =capital inflow 
— =capital outflow 
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As a special financial arrangement between Canada and the United States 
in accordance with the Columbia River Treaty, Canada received an amount 
equivalent to Canadian $273.9 million as payment for its share of the first thirty 
years’ production of downstream benefits. All but Canadian $53.9 million of this 
amount was invested by the Minister of Finance in medium-term non-market- 
able United States securities, amounting to US $203.9 million and maturing as 
follows: 

COLUMBIA RIVER TREATY 


FFICIAL HOLDINGS OF MEDIUM-TERM NON-MARKETABLE 
UNITED STATES GOVERNMENT SECURITIES 


U.S. $ million 


4% maturing November 1, 1965..........-..eeeee sees eee e cece ee teeeees $30.0 million 
4ig, “a Nigra, HOG cssecpgoun ec onuwod bedbondaetsaoooouroOe 30.0 
41% Ss INfowie malvern ley L0G ae ny srecotsreracavere art etouspeda «ere veuedonepryerels ove ete aat 30.0 
41% a INiohwoanloye ils NOG E bos hamster a ndobon osoosrtoudnocc 0 Ct 30.0 
41% ss INO Wie DOr LOGO ee ory facut sie cies eteuene, so so4sy «1s wperauslonazer a) cys 80.0 
41% s INTOVETIMOGINLE LO MOM emis ote oraaners baie che icles ei ekonels/eue ore ee bee 30.0 
4i@ ef INichigeysal ook Olean gonde es ee vane oe oboe comocdnnond 23.9 


Upon their maturity, the proceeds of these funds are expected to be taken 
into the Exchange Fund Account. The equivalent of $53.9 million, corresponding 
to the difference between the receipts of $273.9 million and the holdings of $220 
million in medium-term non-marketable United States securities in the hands of 
the Minister of Finance, was made available directly to the province of British 
Columbia for the purpose of retirement of foreign-held debt and represented an 
inflow of capital in the course of the third quarter. 


Other long-term capital movements produced a net outflow of $20 million 
in 1964. These were more than accounted for by loans and advances under Govern- 
ment programmes related to the financing of Canadian exports. 


Sharp fluctuations took place during the course of 1964 in the movements of 
short-term capital. In the January-June period there was a net inflow of $446 
million which was substantially offset by outflows of $230 million in the third 
quarter and $127 million in the fourth quarter. Bank balances and other short- 
term funds held abroad were substantially reduced in the first quarter from the 
record total of some $2 billion at the end of 1963. In the subsequent quarters these 
balances, including foreign currency deposits in the form of swap deposits by 
holders of Canadian dollars, increased substantially. The net outflow for the year 
as a whole was $499 million. 


Net sales of Canadian finance company paper and other Canadian finance 
company obligations” in the first half of the year amounted to $218 million. 
In the third quarter these inflows declined markedly and in the last half there 
was a net inflow of $19 million. Other short-term capital movements in 1964 
represented a net inflow of $351 million. 


Reference has been made earlier in this section to the geographical composi- 
tion of Canada’s current account balance. These data showed that Canada’s 
deficit on current account with the world as a whole was more than accounted 
for by transactions with the United States, where there were deficits on both 
merchandise and non-merchandise account. To some extent, these deficits with 
the United States were offset by current transactions with the rest of the world, 
in which a net surplus was earned by virtue of a favourable balance on merchan- 
dise trade which exceeded a deficit on non-merchandise trade. 


It is of considerable interest to examine the pattern of capital movements 


discussed above, in the context of financing the current account deficits incurred 
on a geographic basis. 


“ Bank loans, intercompany accounts, notes, etc. 
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Although there are fluctuations from year to year in the size of the different 
components of current and capital account transactions with Canada’s major 
trading partners, the general pattern has been unchanged over the past decade 
and more. Briefly, the inflow of capital from the United States to Canada has 
fallen short of the sum needed to finance the current account deficit incurred 
in transactions with the United States, and usually by a wide margin. The 
difference has been made up by the transfer to the United States of receipts 
of foreign exchange arising from current and capital transactions with the rest 
of the world and from gold newly produced in Canada. Any residual difference 
between current and capital transactions has, of course, been reflected in changes 
in Canada’s official exchange reserves. 


The following table demonstrates this broad pattern in terms of total flows 
from 1953 to 1962, and for the particular years 1962 and 1963. Complete data 
for 1964 are not yet available. Data relating to the current account only are 
presented in Table 30. 


TABLE 38 
FINANCING OF CANADA’S BILATERAL ACCOUNT WITH THE UNITED STATES 
(Millions of dollars) 
1953-1962 
Ss Total 1962 1963 
Transactions with U.S. (excluding international financial 
agencies) 
Current account deficit (exc. gold).............20002008+ —13,777 71,277 | —1,337 
@antalantowfrom USI. Peneeee. BOs) ee oes +8, 679 +1,093 +895 
Net amount to be financed by other transactions... —5,098 —184 —442 
Other transactions— 
Current account surplus with rest of world.............. +2,111 +248 +626 
Net capital movement from (+) or to (—) rest of world** +2,185 +318 —278 
New gold production available for export............ a +1, 538 +155 +154 
Increase (—) in Canadian holdings of gold and foreign 
exchange Mest shi gS. kale) wes eA Sirk BP ECI TA eee Merk —736 —537 —60 
Ocalan elm Picea et ta oe aielo see eee ete aes +5,098 +184 +442 


* Including $3 million accounted for by exchange transactions in connection with special bilateral 
assistance. 


** Includes changes in Canada’s International Monetary Fund position. 


The large volume of both current and capital transactions between Canada 
and the United States reflects their geographic proximity, the similarity of their 
institutions, the close network of commercial and financial inter-relationships 
between them, and the absence of restriction on bilateral flows of capital between 
their major financial markets. 


This payments relationship between Canada and the United States is partic- 
ularly significant in relation to the current discussion of the U.S. balance of pay- 
ments situation. Over the past years (as indeed over virtually the whole post-war 
period) Canada, has been a net provider of dollars to the United States economy. 
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From the end of December 1963 to the end of April 1964, official holdings of 
gold and foreign exchange declined by US$114 million. Between May and the 
end of the year, official reserves rose by US$193 million to US$2,674.3 million 
at year end, so that for the year as a whole, official reserves were higher by some 
US$79 million. Monthly totals of reserves are shown in Table 39. 


TABLE 39 
OFFICIAL HOLDINGS OF GOLD AND FOREIGN EXCHANGE 


End of Period Gold U.S. Dollars Total 
(Millions of U.S. dollars) 
NOG Sa Ite os saya nate CIS eee Re trctes Sreie Toner aT eras Sacre tereerSTOnS 754.6 1,937.0 2,691.6 
6 11 / A Res eS RRA Srnec eh RR ae eee ee a 762.0 1,739.0 2,501.0 
MIO UStE he cect ee pea eA em ee ans hemarhe gad ae 767.8 kd 2,470.5 
September. .ccs..Amarntes Se eae ae i te.o cre tinge Secede os 774.7 1,793.6 2,568.3 
October. 2..ccekte ae ees MERRY TARO 784.4 1,797.0 2,581.4 
INONdeilols) Peace aor ee tice Chr er MeO Gia ome we alee onc 799.5 1,831.5 2,631.0 
December ss cite ce oh Soak oe Pe esiae aoe eae ee Se ate 817.2 1,777.8 2,595.0 
NOG4 January eet nee ec xi ane em acer 836.7 1,745.7 2,582.4 
UBD TMA Ys wcrc csrckat ree oie eileen erect nner ates eomeyers ete 849.7 1,692.6 2,542.3 
CRG) cena re ies ls CR eo ln ae core A 871.0 1,594.5 2,465.5 
TN 0) 0 an eR REPRE en: Sinn ai aa SeP MARR Ay” Oras Caan 892.2 1,588.9 2,481.1 
Mea yee SP oe ae Ted gett, ot Picea Me Pee nce camer ie 910.1 1,599.3 2,509.4 
TONG reas son Se PAR Sire BAP DIOS AE REED hoes eee 931.3 1,602.6 2,533.9 
ULV te, cette ied erie Re Ran rise on oR MN a etree 948.8 1,585.1 2,533.9 
PUB Ge oc swc eee ecto trotted @ caters esi aes ETE 969.0 1,606.9 2,575.9 
September x shacks ovis oat oterirs ti cretesahronmneeser teers oe ee 989.6 1,634.9 2,624.5 
Octo bertes toe weecs vate cic ia ania ie ee ee 1,001.1 1,685.5 2,686.6 
INOVEMIDER se HOR Se aie ae ON rae oar 1,007.4 1,736.0 2,743.4 
Mecembers: eee ce eee eee ee aoe eee 1,025.7 1,648.6 2,674.3 
1965 Jana nye dete cctreerens rere tier wheres i ra sony ar entree 1,036.0 1,632.2 2,668.2 
BG tori eyo: or Pe Sos Ass Se ee eR et ah ey si Ode tem, 1,040.6 1,608.1 2,648.7 


During 1964, the holdings of Canadian dollars by the International Monetary 
Fund declined by US$241 million to US$367.5 million. Canada’s transactions with 
the IMF involved net repayments to the Fund to the extent of US$166 million. 
This was partly offset by gold sales to Canada by the IMF of US$9 million and 
borrowings from Canada of the equivalent of US$15 million in Canadian dollars 
under the General Arrangements to Borrow. Other member countries drew from 
the International Monetary Fund the equivalent of US$99 million in Canadian 
dollars. 


CHANGES IN IMF HOLDINGS OF CANADIAN DOLLARS DURING 1964 


US$ 
million 
IMF holdings of Canadian dollars at the end of 1963..............0..2-05 608.5 
(minus) Repurchases by Canada (net)............0.ccececececee 166.0 
Drawings of Canadian dollars by other countries......... 99.0 265.0 
(plus) Gold sales to Canada by the IMF.................06.. 9.0 
Borrowings from Canada under the General Arrange- 
INEUUSA OV MOLCOW oie) cine Aer oar er 15.0 24.0 
Nét change duying 1964:.c145 4 warns suede cht ap) cies dobern ces —241.0 
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The movements in the value of the Canadian dollar expressed in U.S. 
dollars are shown in the accompanying chart. 


CANADIAN DOLLAR IN UNITED STATES FUNDS 


AVERAGE NOON RATES 
U. S.CENTS PER UNIT 


1962 1963 1964 


The rate of the Canadian dollar moved in a very narrow range around its 
par value during the first seven months of the year. There followed a period of 
strength in the Canadian dollar as the rate moved steadily higher toward its 
upper limit in mid-November. This movement was related to the seasonal strength 
in the current account of the balance of payments. It was reinforced by heavy 
capital inflows following the enactment in September of the U.S. Interest 
Equalization Tax together with the exemption for Canadian new issues. The 
spot rate remained close to its upper limit for the remainder of the year and was 
93.13 cents U.S. (U.S. $1.00 =Cdn $1.073) at the end of 1964. 


In the early part of the year, the Exchange Fund, in an effort to avoid a 
heavy capital inflow induced by the widening of the forward discount on the 
U.S. dollar, engaged in forward market operations. The forward discount 
on the U.S. dollar had been affected by transactions involving the covering 
of forward commitments arising from the substantial export order of wheat from 
the U.S.S.R. At the year end, forward commitments of the Exchange Fund were 


negligible. 


DISPOSITION AND SOURCE OF SAVING 


The nation’s savings, which in the economic framework of the national 
accounting system are equivalent to the additions made to the nation’s capital 
assets, rose by 15.8 per cent in 1964. Personal saving represented 24.3 per cent 
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of the total and business sector saving accounted for the balance. The govern- 
ment sector as a whole, on a National Accounts basis, was in near-balance in 
1964. This means that the government sector neither contributed to nor was a 
net user of total national saving. 


The nation’s investment, which represents that part of output which is 
not currently consumed. consists of increases in domestic physical assets such 
as housing, business plant and equipment, and inventories. In addition, the 
nation’s claims on the resources of other countries properly count as additions 
to its wealth, and increases in claims by other countries must be counted as a 
deduction. Hence, the surplus or deficit on current international account is 
counted as part of national investment, a deficit being regarded as a negative 
item. 


The disposition of saving in 1964, shown in Table 41, was dominated by the 
marked increase in business gross fixed capital formation. Business gross fixed 
capital formation represents capital spending in the non-government sector, 
as government sector purchases of capital goods, on a National Accounts basis, 
are treated as current expenditure in the year the investment occurs. As a result 
of this treatment, capital formation on a National Accounts basis is below 
the capital investment total as reported in the Private and Public Investment 
Outlook surveys and discussed elsewhere in these pages. Business gross fixed 
capital formation in 1964 amounted to $8,968 million, some 18.1 per cent above 
the 1963 total. 


Inventory movements in 1964, which are part of total domestic investment, 
consisted of a moderate buildup in business inventories, partly offset by a decline 
in farm inventories (associated with record wheat exports). The buildup of total 
inventories in 1964 was slightly below that of 1963. In the same period, there 
was some slight narrowing of the deficit on international current account. 


NATIONAL SAVINGS, BY QUARTERS, 1953-1964" 


1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 
(DSEASONALLY ADJUSTED AND AT ANNUAL RATES 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
9.01 fa 4 ; a : oe 9.0 
ast | : a 85 
8.01 | 8.0 
7.5 7.5 
70K 7.0 
6.5. fare 65 
eo | ae : 6.0 
55 ped 55 
50} : ; i 5.0 
45 fe : 45 
sa cE 4.0 

0 F 
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The distribution of saving among the various sectors continued the long- 
term trend in which the share of the business sector in the total of gross saving 
has been gradually increasing, due in part to higher levels of capital consumption 
allowances. This is a reflection of the capital investment record of the post-war 
years, as a result of which the proportion of capital to labour used in the pro- 
ductive process has been rising. This, of course, is the material basis of growth 
and the rise in output per worker and real incomes. Rising capital investment 
expenditures are accompanied by rising capital consumption allowances over 
time, and these allowances, as enterprises build up reserves for new capital 
outlays in the future, now form the largest single item on the saving side of 
the account: 


The movement of national saving as a whole in recent years is shown in 
the chart on Page 59. The association of rising levels of saving with rising 
levels of economic activity and incomes is shown clearly on the chart, the shaded 
areas indicating the periods of recession which have been recorded during the 
past decade. 


The changes in 1964 in both saving and investment were of somewhat 
greater magnitude than the changes which were recorded a year earlier. 


TABLE 40 
CHANGES IN TOTAL NATIONAL INVESTMENT AND SAVING 


(Nationat Accounts Basis) 
(Billions of dollars) 


1963 1964 

1962 1963 
Domestic Investment.............. SEER eh Bs Pare Shoe er pertond hn eth Ed RR +0.5 +1.1 
Reduetion intCunrenten Ccountp De icitree: =... taut Wort seine ts 1 eae tee roener-roemnenis +0.3 +0.1 

+0.8 +1.2 
Personal Net Savings aacc asc case Gee kb a ee Seite Peete. secrete yee —0.3 


+0.2 
Business Gross Saving.........-.--.-+-: iiss whale turlate ale ots ety stot okS.» - ieee = gies +0.4 +0.8 
Federal Government Reduction in Deficit. .............ee eee e ee eee nee: Be ooo wee +0.3 
Provincial-Municipal Governments Increase (—) or Reduction (+) in Deficits... — 


(Totals may not add due to rounding) 


The shift in the position of the total government sector from a deficit of 
$632 million to approximate balance contributed substantially to the overall 
increase in national saving, and was a reflection of the increase in revenues, 
particularly at the federal level, discussed elsewhere. Business gross saving 
increased not only on account of the growth in capital consumption allowances 
mentioned above, but because undistributed profits were considerably higher in 
1964 than in 1963. As indicated in an earlier section, personal net saving in 1964 
grew less rapidly than in 1963, when changes in farm inventories are included, 
but somewhat more rapidly with farm inventories excluded. 
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TABLE 41 


DISPOSITION OF SAVING 
(Millions of dollars, seasonally adjusted at annual rates) 


— 1963 1964 
Sia as 2 ee ee eee eee 
Business Gross Fixed Capital Formation............ceces cece eres er eeeneeees 7,591 8,968 
Value of Physical Change in Inventories..........0.ceseeceeee rete cteeeeeeeeees 491 380 
Surplus (+) or deficit (—) on current account with non-residents...........+..+- —524 —428 


PRCA AUNT OL ee erecta iecat ec Telicraastese: cVOiel or atalaiGelo\steysve¥e ons) salar Syerelersiereteterarelars 182 45 


TABLE 42 


SOURCES OF SAVING 
(Millions of dollars, seasonally adjusted at annual rates) 


—— 1963 1964 

Personals Savino sets «ests esas ys tie wie wv sitetonere stale otate ol atecap teen caters soles oie eteroiele exe 2,466 2,181 
Business Grossipavanes Lotal <siyc-rwioy se ere acs, vaya viecervaialavaereiiars imiavene uslaie ooerw stelere « 6, 283 6,969 
(a) Undistributed corporation profits......... Wore en ora re eee Boe 973 1,252 

(b) Capital consumption allowances and miscellaneous valuation adjust- 
VIGIECR a er ari oro as OT re ee nate eo eres nee 5,172 5,607 
(c)) Adiustmentsion erain transactions! oases sae stsrteiye ole asad gos eye 138 110 
Jriventoryav aliationeAdyustmontsnc se one cate ce amass eee min ee etetete erie cates: —195 —-—121 
Governroent surplus) "or deficit) (—)) «a. 2s coc serentis se sraeieeseye tele fararcesrate ate ayahe — 632 —20 
PE CLO ES) ea Wie eth, rota ote teeta altace ts aie ioe NPA Otc AS Sree atteraey MODES Pa — 292 +328 
Provincialeandeptunici pals. sara rcs as eee eee eee —340 —348 
RRESIGUSI erro Ree yer ics cae oe hele cae ee eee oie pe eta —182 —44 
1 ULES WES is ae Aree eRe Dan IRS RRR Ran © kei (0 A oti JAG J bacstg 7,740 8,965 


CAPITAL MARKETS 


The capital markets of Canada, including those for securities and bank 
loans, provided a greater volume of financing in 1964 than in the previous year. 
Notwithstanding this greater demand for funds and some serious uncertainties 
concerning market conditions which occurred during the year, interest rates were 
relatively stable in 1964 and were at a lower level at the end of the year than at 
the beginning. This performance in the fourth year of the current period of 
2conomic expansion is significant, reflecting a monetary policy which was effective 
in sustaining the rate of economic growth without permitting slackness in credit 
conditions together with a creditable degree of resilience in the capital markets. 


During the year net new issues of securities (including finance company 
paper) by Canadian borrowers on all markets, both domestic and external, 
totalled $3,069 million compared with $2,801 million in 1963. Net new issues of 
Government of Canada securities in 1964 were $457 million, as compared with 
$827 million in 1963. Table 44 indicates that in 1964 Government Accounts made 
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TREASURY BILL YIELDS 
% % 


6 Last Thursday of Month - Per Cent Bons 


CANADA | 


1961 1962 1963 1964 65 


1. True yield calculated on a 365-day basis. 


net purchases of Government of Canada securities of $253 million, diminishing 
by that amount the impact of Government of Canada financing on the securities 
market, while in 1963 net sales of $154 million of securities from Government 
Accounts increased the impact on the market resulting from the large increase 
in net new issues in that year. Thus the net market impact of Government of 
Canada financing was $204 million in 1964 compared with $981 million in 1963. 
Net borrowings by provincial and municipal governments were slightly higher 
than in 1963. Apart from the marked reduction in net borrowing by the Govern- 
ment of Canada, the dominant feature in the capital markets.in 1964 was the 
corporate demand for new money. Net new issues of corporate bonds, continuing 
the upward trend in recent years, totalled $698 million compared with $555 
million in 1963. Furthermore, whereas in 1963 there occurred a net retirement 
of $55 million in corporate stock, net new issues of corporate stock in 1964 
amounted to $265 million. This increase in demand for funds by corporations 
reflected a substantial increase in fixed capital expenditures and a buildup of 
inventories to levels somewhat higher than in 1963. This demand was met in 
part by a considerable rise in the level of loans to businesses in the chartered 
banks. In 1964, loans by the chartered banks to businesses and instalment 
finance companies increased by $572 million compared with an increase of 
$334 million during 1963. 

Total money supply increased by slightly less than 6 per cent in 1964, while 
the money supply in the hands of the general public rose by a little over 7 per 
cent. Total general loans by the chartered banks increased during the year, 
however, by over 15 per cent, with a substantial increase of 25 per cent in per- 
sonal loans and an increase of 13 per cent in business loans. In accommodating 
this strong demand for loans the chartered banks sold $223 million in Government 
of Canada securities. The liquidity position of other financial intermediaries, 
together with central bank operations, enabled the market to absorb this liquida- 
tion by the banks. The more liquid assets of the chartered banks declined from 
35.4 per cent to 31.9 per cent. The more liquid assets of the chartered banks 
comprised their cash reserves, day-to-day loans to investment dealers, call 
loans, Government of Canada securities, and net foreign assets. 
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LONG-TERM BOND YIELDS 


Monthly - Per Cent 


% CANADA US 
6 Provincial Bonds 6 


Moody's Corp. Aa. 


DIFFERENTIAL 


196} 1962 1963 1964 65 


LONG-TERM 5 
GOVERNMENT BOND YIELD AVERAGES 


Last Wednesday of Month - Per Cent 


% % 
6 6 
CANADA 
4 nen eee oe 4 
. ra 
_-. DIFFERENTIAL 
ae ee Aa} nas 
0 0 


196] 1962 1963 1964 65 


1. Average of yields on all outstanding issues 
due or callable in 10 years or more. 
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he volume of net new issues of securities, other than by the Government of 
cant was notably high in the first half of 1964. With the U.S. market for new 
Canadian issues restricted during this period by the uncertainty surrounding the 
U.S. Interest Equalization Tax, approximately four-fifths of such new issues were 
payable in Canadian dollars and were mainly absorbed by the Canadian market. 
In the last half of the year the situation changed considerably. Issues payable in 
U.S. dollars which had been delayed pending clarification of the Interest Equaliza- 
tion Tax, (the impact of which is described in some detail in the section on the 
Balance of Payments), were taken up by the U.S. market and the general demand 
for Canadian securities by U.S. investors increased. This was particularly evident 
in the fourth quarter of the year when net new issues payable in U.S. dollars 
amounted to $434 million. Because of these significant purchases of new issues by 
investors in the U.S., the pressure of new borrowings on the Canadian market was 
eased. Long-term bond yields declined by { of 1 per cent. 


CHARTERED BANK LOANS 


Billions of Dollars 


Ratio Scale ; 90 
TOTAL 
8.0 Average of Wednesdays 80 
7.0 
6.0 GENERAL LOANS 
Average of Wednesdays 
5.0 5.0 
BUSINESS LOANS 
Month-end 
4.0 
1.8 
3.0 UNSECURED 
PERSONAL LOANS 14 
Month-end 4 
1.0 1.0 
8 thotritirtistirtistirtis ‘aise 8 


1961 1962 1963 1964 65 
Seasonally adjusted 
1. Excl. day-to-day, call and C.5.B. loans. 


One other significant external factor affected the Canadian market in 1964. 
On November 23, the Bank of England, reacting to a sharp decline in its gold and 
foreign exchange holdings, increased the Bank Rate from 5 per cent to 7 per cent; 
The U.S. followed this action with a 4 of 1 per cent increase to 4 per cent in the 
discount rates of the Federal Reserve Banks and the Bank of Canada increased 
its Bank Rate from 4 per cent to 44 per cent. The Governor of the Bank of Canada 
stated at the time that the Bank wished to eliminate uncertainty in Canadian 
financial markets following changes in Bank Rates in the United Kingdom and 
the United States and described the new rate as one which was appropriate to 
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the needs of the domestic Canadian economy and Canada’s international finan- 
cial position. The main impact of the Bank Rate change was felt in the very 
short-term market. Treasury bill yields had fluctuated during the year between 
3.50 per cent and 3.90 per cent. The Bank Rate change consolidated the trading 
area in the upper end of this range. Long-term yields rose initially but after a 
very short period they returned to the levels prevailing before the Bank Rate 
change and by the end of the year had fallen below these levels. 


CURRENCY OUTSIDE BANKS AND 
CHARTERED BANK DEPOSITS 


Seasonally Adjusted 
Average of Wednesdays - Billions of Dollars 


Ratio Scale q 18 


TOTAL 
16 16 
; HELD BY GENERAL PUBLIC 
14 is | 14 
GOVERNMENT OF CANADA DEPOSITS 
12 7 
1961 1962 1963 1964 65 


An unusual but anticipated complication during the year was the U.S. 
payment to Canada under the Columbia River Agreement and the consequent 
payment to the Province of British Columbia of Canadian $220 million as well as 
U.S. $50 million. Despite the magnitude of these payments to Canada and from 
the federal government to the province, their impact on the securities markets 
and the banking system was negligible. The Columbia River payments are 
described in detail in the preceding section on the Balance of Payments. 


An indication of the relationship of Canadian bill and bond market yields to 
those in the United States can be seen in the charts on pages 62 and 63. Canadian 
treasury bill yields on both a covered and uncovered basis have remained very 
close to U.S. bill yields during 1964. Indeed at the end of the year, U.S. bill rates 
were higher than those obtainable in Canada. Canadian long-term bond yields 
moved closer to U.S. yields in the last half of the year, reducing the spread from 
close to 1 per cent to around 0.85 per cent. This spread was continuing to narrow 
at the end of the year. 


114 


“s][Iq Ainsvor} sopnyjouy (gy 

“syUuBq polozisyo Aq SsuTp[oYy sepnypoxg (yy 

‘9A0G® 8B UIE}SAS ZuTyueq Aq sUBO] PUB Sor}IINDVS Jo SBUIPfOY [e404 speNnb7 (ey 
“WO} SuUTIUB]e (z) 

‘syisodep Iv[[op uvIpeuey ATUO sepnyouy 


ee ee a ae ae ee eee eee 


89% 168 0g gee 6e8 199 9z8 612 Se 2 ie Se «ie es aR Fea gl Teg aoe 
5 od 9 63 Il og 6e re 6e ie ee ee ae eS  stisodopajuuq uerpsues) 
va, £88 I £69 668 889 098 086 a eae “"""*"Saniinoas uDippunyd :7040}-qng 
OF OLE te F8e £E8 CIP er PLZ wile shee wt ozone iw aun’ ee Saag ee Se eOTaT Noes ueIpeusy 13410 
6I—- GI o¢-— CPI F- €IL eZ1 9 saeco Ce a ed sees *(q)SoTprandes epeued jo JUsUIUIIAOD 

SJUSPISEY-WO NT 
608 ‘T 989‘T EEE T £90°T S61‘? 06¢°Z 022° 688°2 CSE a eC eC ee Ce a ee ae re ey so aes OE OT, 
8eI— 06 Te &F 801 — ow 88 Tg coe ee ees eerees"“tI9 SAS SuIYUVA JO SorzIqery you 19y4O 
08 SEF org I8F SOT ‘T £66 LL eel Si es wa Bee (ySptsodep Yueq paleyieyo pus Aouesiny 
406 8E6'T Ge1'T 879 SSIs 999'T 999° 704 ‘1 no a dee ee ER Be SA1PL4NIAS UDIPDUD,) £7D}07-Qn gy 
LEg 98T ‘T PEL 182 T0L‘T GIST 62S ‘T LOVE! ae | sh ees el ae eS Ca ere "* *SorpLInoes uBIpeuey JEyIO 
OLE GP 888 8&8o— Gl¥ OST 920 ‘T LES i a er ae SOTFLINDVS VPBUB)) JO JUSTIUIBAOL) 
MBpeuS Ue and 
062 9E¢ aes, 62S Lee aber #S £02 g SeI ee emu cmai eoereve . ee eee ee +e) wie eee Ce a. Spl ne elanevale.e [230 
ccs Cot GL 925 — &S¢ rsI— 9% CCG ***$quNnOd08 4, AOL) UT Play SOT}LINdes VpeUey JO JUBUIUIOAOY) 
CO rEI— LSP 1ok= 661 — LSE Te $8 “sess s*"""Cysqrsodep epeuey jo yueg pue yueq posoyeyO 
Bpeuer Jo JueUIUIEAOL 
:YoryM Jo 
L9%°Z TESST 280°% S22°T 901 °F 09k 6FS‘SE 020° eee eee ee eee eee . . o O66 6 5 6 oe) bie eee eee [270.1 
COL‘T TI¢‘T O61 ‘T FES F1Z‘e 680‘ 1¥6‘Z ZOL‘T eee S00 e e epsnce 6, anelie Oe) ONE eles a 60k 6 5 6 ee "*"S9r}LINOeS UBIPBUBD 
699 O&S$ 988 VAVA 668 1és I 809 808 ‘T vile ee) © eres sled 8.0 8 a's peed) Bie «9 eh ee ee nee aeee (2)1909-Qn 
8éI— 02 MI— &F 801 — oo 88 1g ee Sie ***(g)UI94SAS SUIYUV Jo SorjipIqely Jou 10430 
069 org 166 16e 000‘T 68E ‘T 0zg L1G¢'T seas ee ee eee wen eee eee eee ene (ySisodep yueq pue AoueiINy 
Slaploy yueq-uoNn 
29g of: 988 T&F 268 Tze'T 809 Soest Ce re ee ey 1230 
cS gI¢ Z09 eE— 8E0‘T 09¢ 028 g9e eee ceee CeCe ar eer et ee er i ON Me ae ity SUBOT yueq pereqieyo 
OF 98I— $8S LLY 9FI— 192 293—- 06 Cet Re Dee mmm mst eres ere reese escccc ces eee “sorqlanoas uBIpeued 


Bpvuey jo yueg pue syueq pesoyeyD 
(SIB][OP JO SUOTTTTI.) 


yey pug | jyey 4st yey pag | yey 4sy 


P96T £961 
fa ee: TA es dey) ee, 
SUVHA UVANATVO UO SUAC'IOH A CAMISSVIO SLASSV IVIONVNIA NIVLUAO JO SONIGTIOH NI ASVAUONI LAN 
vy ATAVE 


v96T £961 6961 T96T 


115 
MORTGAGE MARKET 


The flow of funds into mortgages increased substantially in 1964. The major 
area accounting for the increase was conventional mortgage loans which in 
1964 were 35 per cent higher than in 1963. Mortgage loans approved under the 
National Housing Act moved up 6 per cent in 1964 compared with the previous 
year. Despite this greater demand for mortgage loans, rates on such loans 
moved slightly lower through the year. 


TABLE 45 
FLOW OF INSTITUTIONAL MORTGAGE FUNDS 19638-1964 


1963 1964 


(Millions of dollars) 
Mortgage Loans Approved under the National Housing Act 
CMHC Direct Loans 


Singlevy kis) ci. dibd- Cob Aah bs ove w fs athe LEGER USE MOS okie LEG. aie CMI Doi ale SOE 25 312 
INKS Cacabldin dbbbran.0 see R eT OR NAMOnae pre tomar oc 0 soocnounmn pagogudDonor 49 65 
MotaliC Ml C vt cok kes hgabe ct awe adc ocse isi we ee here eens 362 377 
NHA Loans Through Approved Lenders 
idele Bean SAI ats own icilen ae WOR ELD hid. Sad TR ah FAs Tprgce: 281 178 
1 ECs ae eel SEED Saree mene Barer enc arene: star cone 104 175 
Total Approved Lemders..............---0:ee seer ee seer eect ees 385 353 
Total under NHA..............-.ccccscec reser e eee eeee sere eeees 687 730 
DO Se 
Conventional Mortgage Loans 
New Buildi 
gee , i 8 eR Ue 5 pee Re Sean enon Hoon es Gao tts IoD one aguBD OO OOS GE OE.Cic 249 294 
i Gl ide att SM ARRAN Orica: Rane incor sieiriciiochesitarstr crc. roto Sic 403 518 
Sub-total New Conventional. ..........:1-e cece eens rennet etter ese senees 652 812 
Existing Buildings 
Single), 24 s ee eet), DR song Nn oC Oa) ho Un Garg © ce mari Gite: 304 444 
AYGIGIDles or caceahs +p Symes serace oh ercras te Pasko ween eae teen 126 196 
Sub-total Existing Conventional....... Cetheois Reeser, oppiyretocd 2c cms 480 640 
373 507 


(SBOE one OF ane Monnet eier ts Me SOnZ oy er csu nt Torment) il i 
1,455 1,959 


@) The figures on existing single dwellings do not include the top part of any 834% mortgages made. 


(2)This category includes commercial and industrial mortgages. 


Source: Central Mortgage and Housing Corporation. 


Total N.H.A. loans, which include C.M.H.C. direct loans and loans by 
approved lenders, totalled $730 million in 1964, $43 million higher than in 1963. 
N.H.A. loans made by approved lenders declined by $32 million during the year, 
despite a substantial increase in their loans for rental accommodation, particu- 
larly multiple dwellings. In the face of the heavy demand for loans and the re- 
duced supply of funds from approved lenders to owner applicants and builders, 
C.M.H.C. increased its direct loans by $75 million in 1964 to $377 million. 
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Conventional mortgage loans were especially strong in 1964, increasing by 
over $500 million, compared with 1963, to a total of $1,959 million. Loans on 
new multiple dwellings, existing single dwellings, and commercial and indus- 
trial building showed particularly significant advances over 1963. The increase 
in loans on existing houses has occurred following improved mortgage facilities 
offered by lending institutions and particularly the arrangements introduced 
in 1964 for loans of 833 per cent of appraised value at a cost usually about ¢ of 1 
per cent above the conventional mortgage rate. 


The conventional mortgage rate tended to move below 7 per cent early in 
the year and loans for buildings in favoured locations and for multiple structures 
were financed at 62 per cent. This easier condition prevailed at the end of the 
year. 


Since 1961, C.M.H.C. has offered at public auctions blocks of N.H.A. 
mortgages from its own portfolio. The purpose of these auctions has been to 
provide a supply of mortgages to encourage the development of a secondary 
mortgage market in Canada and to assist in financing its own direct lending. 
A by-product of the auctions has been a reduction by CMHC in its requirements 
for cash from Government sources. Bids at these auctions have been competitive. 
The gradual development of a secondary market is indicated by the fact that, 
whereas at the end of 1955 only 0.8 per cent of N.H.A. approved mortgages were 
held by other than approved lenders, at the end of 1964 the proportion was 9.5 per 
cent. This compares with a figure of 8.5 per cent at the end of 1963. 


The following tabulation outlines the results of the four auctions that were 
held in 1964: 


Average Prices Average 

Allotted Paid at Yields to Yield on 
Auctions Maturity NHA Govt. 

Date GGT Se ae eae Ta Tee Rate |Long-term 
6% | 63-63% 6% 63-62% 6% 63-63% Bonds 

(Millions of dollars) 

WEB E2G «cast comer 17.250 7.750 97.69 102.64 6.36 6.39 64 5.20 
Mavis <1 eee 14.750 10.250 97.85 100.97* 6.33 6.37 64 5.26 
Dep taso sate ew aor 16.500 8.500 99.24 101.00 6.12 6.36 6+ 5.24 
GG hag ete. hoes 16.000 9.006 98.24 100.96 6.27 6.37 63 5.06 


*63% mortgages were offered in this and subsequent auctions. 


FEDERAL GOVERNMENT Dept OPERATIONS 


In the Budget Speech in March 1964 a budgetary deficit of $455 million 
was forecast and total cash requirements were estimated to be $895 million. 
It was stated that ‘over-all borrowing requirements in the coming year will 
be about $750 million taking into account the fact that present cash balances 
are on the high side’’. These requirements included the $220 million payment 
in connection with the Columbia River Treaty described earlier, and also 
assumed, as is customary, a neutral position vis-a-vis the Exchange Fund. 
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In addition to these cash requirements, the Governm 

dditior ent had to ref 
$1,950 million in market issues maturing during the fiscal year Seger 
tae does not include the regular weekly issues of three and six month treasury 
ills. 


GENERAL PUBLIC HOLDINGS 
OF GOVERNMENT OF CANADA SECURITIES 


Month-end - Billions of Dollars 14 
13 
TOTAL! 
12 l2 
i 9 


MARKET SECURITIES! 


8 8 
7 6 
CANADA SAVINGS BONDS 
5 5 
4 4 

3 ORUTUWUGRUGUELVRNWORUEGTOEVOGHEOD 
1961 1962 1963 1964 65 


1. Excludes securities involved in special currency arrangements 


between the Bank of Canada and other central banks. 


As the year progressed it became apparent that the budgetary deficit would 
be lower, mainly as a result of higher Government revenues than had been 
originally forecast. However, at the same time non-budgetary cash requirements 
increased, partly as a result of the need to finance the requirements of the Ex- 
change Fund. The increase of $253 million in holdings of securities by Govern- 
ment Accounts constituted a further use of cash. Taking into account these 
diverging movements it appears that cash requirements will be about the same 
as was originally forecast in last year’s budget. 


Table 46 indicates the projected changes in Government securities outstand- 
ing for the fiscal year. It is expected that the balance of the cash requirement will 
be financed by a decline in cash balances. Sales of Canada Savings Bonds will 
have accounted for considerably more than the net total of new money raised in 
the capital markets and there will have been a net rundown of $273 million in the 
outstanding amount of all marketable bonds and treasury bills. 
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TABLE 46 


SUMMARY OF PROJECTED CHANGES IN GOVERNMENT SECURITIES DIRECT AND 
GUARANTEED OUTSTANDING FOR THE YEAR ENDING MARCH 31, 1965 


(Millions of dollars) 


Increase Decrease 
Pregsury: Bills == wee lely: ware ot teterapers ies te ccarein -aretein! siete tte efoierefereeeaicheke ies spew rer aPaseroregs 10 
eV TrduerAprilis4 A04 wari tae metiertn Gr itetes vais eens carries cre alllnnie ia Seana 100 
CanadarSayings Bonds So staccotiac oct enipttes ort tice otic guise Seis, elaine. ory 475 
Wnemploymentelnsiirancevniun Geyer eto ete reece cere lee teretsvercehetausbet cists attr os 17 
Mianicat LesueSeccica ace a cate crite rte Rice « viemters Mtoe eis. se ate ties ea aiae ret ties cae 183) 
502 93 
—283 
219 


Excludes $3 million of debt which matured in previous years but was redeemed in 1964-65. 


Debt management policies have been directed towards supporting monetary 
and fiscal policies in influencing the performance of the economy. In the early part 
of the current economic expansion the aim of financial policy had been to facilitate 


DISTRIBUTION OF 
GOVERNMENT OF CANADA 
MARKET SECURITIES 


Month-end - Billions of Dollars ee Si 


TOTAL! 


I3 GENERAL PUBLIC 2 | 
8 . 8 


4 CHARTERED BANKS 4 
1 
3 \ Bi 3 
BANK OF CANADA 2 A 
3 3 
2 idee 
196| 1962 1963 1964 65 


1. Excludes holdings of Government accounts 
2. Excludes changes in connection with special currency arrangements 
between the Bank of Canada and other central banks 
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economic expansion. To this end nearly all new issues offered had been of a short 
or medium term in order to provide somewhat greater liquidity in the economy. 
As the economic expansion moved to a firmer base, more attention was paid to 
extending the term of the debt, while taking care not to inhibit economic growth. 
Table 47 contains details of the marketable Government of Canada bonds issued 
during the fiscal year 1964-65. The chief interest in the table lies in the choice of 
maturities for the refundings. During the calendar year 1964 three long-term 
issues totalling $175 million were offered. The last offering of long bonds was 
made in mid-June for delivery on July 1. Since that date, although the market 
has been receptive and economic circumstances appropriate, it has been felt 
desirable to avoid issuing bonds which might at the same time prove attractive to 
U.S. investors and provide competition in the domestic market for provinces and 
municipalities at the long end of the market. Since July 1, some worthwhile 
extension of term has been accomplished by offering two sizeable medium-term 
issues. The average term to maturity of Government of Canada marketable secur- 
ities declined by one month during calendar 1964 to 7 years 9 months. The decline 
during 1963. had been six months. 


Certain techniques which had been introduced in previous years were con- 
tinued in 1964. Where possible, new issues consisted of additions to outstanding 
issues. This was done in nine issues in 1964. The purpose was to promote broader 
and more active trading markets and to provide greater flexibility in future debt 
management operations. In the issue of May 1, 1964 another advance refunding 
of the 32% Bonds due September 1, 1965 was made in the amount of $250 
million. In a further effort to reduce the amount of this issue in the hands of the 
general public, the Bank of Canada has offered to the public newly issued bonds 
in exchange for the 32% Bonds due September 1, 1965, and at times new issues 
were designed to aid this operation. As part of the advance refunding program to 
bring the amount of the 32% Bonds outstanding to a readily manageable size for 
refunding purposes upon the maturity of the issue, $175 million of the bonds 
held by the Government of Canada in the Securities Investment Account were 
cancelled on January 29, 1965 followed by a further cancellation of $125 million 
on March 25, 1965. 


Government cash balances were maintained in the range of $800-$1,000 
million for most of fiscal 1964-65. These balances permitted the Government 
greater flexibility in conducting its debt management operations and facilitated 
monetary policy. 
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PART II 
REVIEW OF GOVERNMENT ACCOUNTS 
1964-65 


INTRODUCTION 


This Part of the Budget Papers presents in summary form a review of the 
accounts of the Government of Canada for the fiscal year 1964-65. The fiscal 
year of the government ends on March 31, but under the provisions of section 35 
of the Financial Administration Act, for thirty days after the end of each fiscal 
year, payments for the discharge of debts properly applicable to the old year 
may be made and charged to that year. Consequently the books must remain 
open for some time after the fiscal year-end to take into account these payments 
and to record various adjusting entries. The figures used in this report are 
based on eleven months actual and one month estimated. The final figures 
when they become available next July or August will vary to some extent from 
those given in the following pages. 


HIGHLIGHTS OF THE GOVERNMENT’S FINANCIAL 
OPERATIONS DURING 1964-65 


This section outlines the financial operations of the government giving 
a brief summary of the budgetary and non-budgetary transactions, the unmatured 
debt transactions and the changes in the cash position and the debt position 
during 1964-65. More detailed explanations of these transactions are given 
in subsequent sections of this Part. 


The following table summarizes the budgetary and non-budgetary trans- 
actions for 1964-65 with comparative figures for 1963-64 and indicates how 
these transactions affect the government’s cash balances: 
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TABLE 1 


(in millions of dollars) 


i 
SS ————————————EE EE 


SuMMARY oF BuDGETARY AND Non-BupGETARY TRANSACTIONS 
AND CHANGES IN CasH POSITION 


Budgetary transactions— 
Revenue— 


OLAS si Si are eA os AOS TATOOS ORCI ICRA OE Bee era en clare: eacre 


HVE OLE (ES Pac dace Bate la oly Sens sachet thd tars s ayatesd sone letebohata aca aterelatay hens eres 


Non-budgetary transactions (excluding unmatured debt trans- 

actions)— 
Receipts and credits— 

Repayments of advances to exchange fund..................05. 
Repayment of temporary loans to old age security fund........ 
Repayment of other loans, investments and advances.......... 
Net annuity, insurance and pension account receipts............ 
OG Cre errs Pesaro rere cie lor eine qarete Sree ea beetousscronsyers FERS ayetecahe reniosere 


Disbursements and charges— 
Temporary loans to old age security fund...................5.. 
Decrease in non-interest-bearing notes payable on demand..... 
Other loans, investments and advances................ee0seees 
Advancesso exchange 1Undh oj c.casanr Ciena einem en etree 


Net amount available from or required for (—) non-budgetary 
GRANSACCLONS sacs eacealor Nets « esrasisinrn oreraterat eyeuer adel ere nie ames soe ae 


Overall cash requirements to be financed by increase in unma- 
tured debt or decrease in cash balances........................ 


PUNO cs si vbssis see cnn Se Oe Oe OAR See ee ee ae 


Net increase or decrease (—) in Receiver General bank balances.... 


Fiscal year ended March 31 


1965 
(estimated) 1964 
6,338 5,533 
798 720 
7,186 6,258 
1,581 15723 
5, 6388 5,149 
7,219 6,872 
—83 —619 
135 
64 
50 262 
553 384 
188 198 
855 979 
58 
219 170 
706 319 
20 
255 95 
1,200 642 
—345 337 
— 428 —282 
207 734 
—151 452 


Budgetary transactions 


The budgetary revenue, expenditure and deficit as forecast in the budget 
speech of March 16, 1964 and the figures as now estimated for the fiscal year 


1964-65 are shown in the following table: 


TABLE 2 


(in millions of dollars) 


Budget 
BupGETARY TRANSACTIONS FOR forecast Actual 
Fiscat YEAR 1964-65 March 16, (estimated ) 
64 
Revenue Sea ater MCE E I TT Tee 6,700.0 7,136.0 
Rixpondibure: nan aeons eon arid ee eee 0,165.0 7,219.0 
Deficits. oe ee et ee ee ee 455.0 83 


Increase or decrease (—) 
compared with March 16, 


1964 forecast 
Amount Per cent 
436.0 6.5 

64.0 0.9 
—372.0 


a ee ee ee eee 
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Revenue 


Budgetary revenue of the government in the fiscal year 1964-65 is estimated 
at $7,136 million. This is $436 million or 63 per cent more than the March 
16, 1964 budget forecast and $883 million or 14 per cent more than the total 
of $6,253 million collected in 1963-64. 


Tax revenue accounts for $805 million and non-tax revenue for $78 million 
of the increase over 1963-64 receipts. 


The yield from personal income tax, corporation income tax and the tax 
on dividends, interest, etc., going abroad is $513 million more than collections 
in 1963-64. The increase is due to the higher level of personal incomes during 
the year, higher corporate profits, the acceleration during the fiscal year of the 
payment period for corporation income taxes and to higher dividends paid to 
non-residents in 1964. 


Receipts from the sales tax are $247 million more in 1964-65 due in 
part to the imposition, effective June 14, 1963, of a 4 per cent sales tax on building 
materials and production machinery and equipment (increased to 8 per cent 
effective April 1, 1964). Receipts from customs import duties are $36 million 
more due to the greater volume and value of imports during 1964-65. 


Expenditure 


Budgetary expenditure of the government in 1964-65 is estimated at 
$7,219 million, $64 million or almost one per cent higher than forecast and $347 
million or 5 per cent higher than expenditures in 1963-64. 


Defence expenditure at $1,581 million is 22 per cent of total budgetary 
expenditure, compared with $1,723 million or 25 per cent in 1963-64 and is 
again the largest category. 


Civil or non-defence expenditure at $5,638 million compares with $5,149 
million in 1963-64, an increase of $489 million. The main changes are in- 
creases of $95 million in fiscal, subsidy and other payments to provinces, $55 
million in public debt charges, $38 million.in contributions to the provinces 
under the Hospital Insurance and Diagnostic Services Act, $25 million in pay- 
ments by the external aid office for economic, technical, education and other 
assistance, $35 million in contributions to provinces under terms of the Trans- 
Canada Highway Act and $14 million under the winter house building program 
and a decrease of $65 million in the net operating loss of the agricultural stabili- 
zation board. ‘The increase also includes a payment of $27 million to The St. 
Lawrence Seaway Authority in respect of the accumulated Welland Canal deficit 
incurred by the authority for the calendar years 1959 to 1964 inclusive and $27 
million in youth allowances effective from September 1964. 


Deficit 

Expenditure of $7,219 million exceeds revenue of $7,136 million resulting 
in a deficit of $83 million compared with a deficit of $455 million as forecast 
on March 16, 1964 and the deficit of $619 million in 1963-64. 


Non-budgetary transactions (excluding unmatured debt transactions) 


Non-budgetary transactions are those which increase or decrease the 
government’s asset and liability accounts and do not enter into the calculation 


of the annual budgetary surplus or deficit. 
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In 1964-65 estimated net disbursements and charges of $1,200 million 
exceed net receipts and credits of $855 million resulting in a net requirement of 
$345 million. In 1963-64 net receipts and credits totalled $979 million, net 
disbursements and charges totalled $642 million, resulting in net receipts of 
$337 million. 


Old age security fund 

Receipts by the fund during 1964-65 are estimated at $953 million and exceed 
estimated payments of $889 million from the fund by $64 million. In 1963-64 
payments were $808 million and receipts were $750 million. 


The excess of $64 million of receipts over payments reduced outstanding 
temporary loans by the Minister of Finance to $36 million at March 31, 1965. 


The transactions in the account during 1964-65 compared with those for 
1963-64 are as follows: 


Fiscal year ended March 31 
5 


(estimated) 1964 


(in millions of dollars) 


FVAXITECEID USN eer: terete mleriet chars wise tree are arte atone ilies eves araseoiale 953 750 
PENSION pay IMENES ac ewer terse. c elseis ee coe ees eae ats arora la snaeleveyoyeieie 6 889 808 
Excess of receipts over payments or payments over receipts(—) 64 —58 


Temporary loans by the Minister of Finance carried forward. —100 —42 


Temporary loans by the Minister of Finance outstanding at 
fiscallsyvenr-end Meee e- ceee ce sire rs ee oe a ne 36 100 


Unmatured debt transactions 


Unmatured debt transactions in 1964-65 reflect an increase of $277 million 
in unmatured debt outstanding in the hands of the public compared with an 
increase of $734 million in 1963-64. 


Cash position 


Receiver General bank balances were $678 million at March 31, 1965, a 
decrease of $151 million from the March 31, 1964 total. The decrease in cash 
balances is the result of the non-budgetary requirements of $345 million plus 
the budgetary deficit of $83 million partly offset by the increase of $277 million 
in unmatured debt outstanding in the hands of the public. 


Debt position 


As a result of these budgetary and non-budgetary transactions the gross 
public debt increased by $724 million to $26,648 million, net recorded 
assets by $245 million to $11,099 million and net debt by $479 million to $15,549 
million at March 31, 1965. The increase in net debt reflects the budgetary 
deficit of $83 million plus an adjustment of $396 million in respect of prior years 
transactions. The adjustment of $396 million covers the write-off to net debt, 
upon parliamentary approval, of the unamortized portion of the actuarial 
deficiency in the public service superannuation account of $277 million and 
$119 million in respect of an actuarial evaluation of the account as at December 
31, 1962 as calculated by the Department of Insurance. 
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Fiscal Years Ended March 31 
Billions of Dollars 


BUDGETARY REVENUE AND EXPENDITURE 


BUDGETARY DEFICIT 


— 


Millions of Dollars 
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THE BUDGETARY ACCOUNTS 


Estimated total revenue at $7,136 million for 1964—65 is $883 million more 


than the total in the previous year. 


Estimated total expenditure of $7,219 


million is $347 million more than the total for 1963-64. The estimated deficit 


is $83 million compared with $619 million in the previous year. 


TABLE 3 


BupGetarRy REevENUE, EXPENDITURE AND Desricit 


(in millions of dollars) 


Surplus or 
expenditure | deficit (—) 


Budgetary 


Budgetary 
revenue 


Fiscal year ended March 31 


—33.1 
257.5 
—38.6 
— 609.3 
—413.1 
—340.4 
—791.0 


4,849.0 
5,087.4 
5,364.0 
5, 702.9 
5,958.1 
6, 520.6 
6,570.3 
6,872.4 
7,219.0 


5,106.5 
5,048.8 
4,754.7 
5, 289.8 


5,617.7 
5,729.6 
5,878.7 
6, 253.2 
7,136.0 


— 691.6 
—619.2 


—83.0 


L9Gax(estimiated, serctetuk citer cis cet oieroret wiites io Cenc Tnroerei tions 
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BUDGETARY REVENUE BUDGETARY EXPENDITURE 
BY MAJOR SOURCE BY MAJOR FUNCTION 
For Fiscal Year Ended March 31, 1965 
Estimated 


aeete 


AK TRANSPORTATION 
AND 
ALA COMMUNICATION 


LRELLL rand 
LY PLR "a, 
DELRAY re, 
PERL RELL RIL 

OEE RL LER 


EXCISE DUTIES, SALES 
OG AND OTHER EXCISE TAXES 


CORPORATION 
INCOME TAX 
/ 


RESOURCES AND 
INDUST. DEVELOPMENT 


HEALTH WELFARE AND 
SOCIAL SECURITY! 
21% 


PERSONAL 
INCOME TAX 
30% 


DEFENCE 
22% 


1. Does not include payments out of old age security fund. 
2. Does not include those payments made to provincial and municipal governments 
tor specific purposes. 


REVENUE 


Budgetary revenue in 1964-65 is $7,136 million, $883 million or 14 per cent 
over the total of $6,253 million received in 1963-64. Tax revenue is $6,338 
million accounting for 89 per cent of the total revenue for the fiscal year and 
non-tax revenue at $798 million accounting for 11 per cent. 


BUDGETARY REVENUE BY SOURCE 
Fiscal Years Ended March 31 
’ Billions of Dollars 


1 is (8 


OTHER REVENUE 
* TOTAL REVENUE FROM TAXES 89% 


CUSTOMS IMPORT DUTIES 


EXCISE DUTIES, SALES AND 
OTHER EXCISE TAXES 


CORPORATION INCOME TAX 


PERSONAL INCOME TAX 


196 1962 1963 1964 1965* 1965* 


# Estimated 
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The more important items are increases of $243 million in personal income 
tax collections, $251 million in corporation income tax collections and $247 
million in sales tax receipts. 


TABLE 4 


Bup@etary RevENvUE By Masor Sources 
(in millions of dollars) 


Fiscal year ended March 31 


Increase 
1965 OF 
SouRcE (estimated) 1964 decrease (—) 
Amount ; Per cent | Amount | Per cent | Amount | Per cent 
Tax revenue— 
Income tax— 
Benson olmrer etree eos ek Ewes as fate 2,108.0 29.5 | 1,865.1 29.8 242.9 13.0 
@orporahiom nn. remount ecleure:« 1,510.0 2A le 259.0 20.1 251.0 19.9 


On dividends, interest, etc., going 
GDIORI EE <i Ae hot actic has 144.0 2.0 124.5 2.0 19.5 15.7 


Excise taxes— 


ope OS CUNO), icaartelaee ci icici AAS 1,193.0 16.7 946.1 15.1 246.9 26.1 
OUTTA Gah Suk AROS FER NOE 270.0 3.8 273.4 4.4 —3.4 —1.2 
Customs import duties............... 617.0 8.6 581.4 9.3 35.6 6.1 
IXCISCLCUUIOS ©. Sates cre etiees ae teres Ns sls 406.0 5.7 393.3 6.3 12.7 3.2 
HS ALC ILA XO antec cui siogec: facil S aes 89.7 1.3 90.6 1.5 —0.9|. —1.0 
OGHersbaxestfiaac-puhiones male teehee sek 0.3 0.1 0.2 200.0 
6, 838.0 88.8 | 5,533.5 88.5 804.6 14.5 
Non-tax revenue— 


Return on investments............... 414.0 5.8 366.4 5.9 47.6 13.0 
Post office—net postal revenue........ 234.0 Seo 200.7 Sy Sea) 16.6 
Other non-tax revenue..........--+5+: 150.0 2.1 152.6 2.4 —2.6 —1.7 
798.0 11.2 719.7 11.5 78.3 10.9 

Total budgetary revenue....... 7,136.0 100.0 | 6,253.2 100.0 882.8 14.1 


a nnn nan nS 


1964-65 
(estimated) 1963-64 


(Excluding tax credited to the old age security fund— 


Personal income taxX....sessecccccccececeereeeeeeseseneesereeeenee : 
Corporation income tax.....sssceereeeseeeeeeeeeeecenseess seers 143.0 115.7 
Sales Ex dc oc olds esciew sip aioravisvorm ehele pi tareisisivis scaustine: Goa 4. StaNRee MLARA ET ce Dot oh la 378.0 331.8 


)Net after deduction of refunds and drawbacks. 


96408—9 
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TAX REVENUE 


Federal-provincial fiscal arrangements 


Under fiscal arrangements, that commenced in 1962, the federal government 
withdrew in part from the field of direct taxation and left the vacated area to the 
provinces. ‘The federal government offered to collect provincial income taxes 
without charge, provided that the provincial personal income tax was expressed 
as a percentage of the federal personal income tax otherwise payable and the 
provincial corporation income tax applied to taxable income calculated in the 
same way as for federal income tax purposes. To allow for the imposition of the 
provincial income taxes, the Income Tax Act was amended to abate the federal 
income tax otherwise payable by individuals in all provinces by 16 per cent in 
1962, 17 per cent in 1963 and by 18 per cent in 1964. This tax is to be abated 
by 21 and 24 per cent in 1965 and 1966 respectively in all provinces other than 
Quebec and it is proposed to abate the federal tax in Quebec by 44 per cent in 
1965 and by 47 per cent in 1966. The federal corporation income tax rates are 
abated by 9 percentage points for taxable income earned in a province other 
than Quebec and by 10 percentage points for taxable income earned in Quebec. 
The federal government has entered into tax-collection agreements under which 
it collects the provincial personal income taxes for all provinces except Quebec 
and the provincial corporation income taxes for all provinces except Ontario and 
Quebec. With the exception of Saskatchewan and Manitoba, the provinces 
which have entered into tax-collection agreements have imposed personal and 
corporation income taxes equivalent to the federal withdrawal. The Provinces 
of Manitoba and Saskatchewan have each imposed their personal income tax at 
a rate exceeding the federal abatement by 6 percentage points and their corpora- 
tion income tax at the rate of 10 instead of 9 per cent of the taxable income of 
corporations in 1962, 1963 and 1964. 

Under these collection agreements, payments are made monthly to the prov- 
inces based on an estimate of the provinces’ tax revenue. When the actual 
amounts of assessed returns are established, usually in the month of December 
following the end of the fiscal year, adjustments are made with the provinces. 

Under the 1962-67 fiscal arrangements, the federal government agreed to 
abate its estate tax by 50 per cent in the fiscal years 1962-63 and 1963-64, and by 
75 per cent in the fiscal years 1964-65, 1965-66 and 1966-67 in any province that 
imposed its own succession duties. To a province that did not wish to re-enter 
the succession duty field the federal government agreed to pay 50 per cent of the 
federal estate tax revenue in 1962-63 and 1963-64 and 75 per cent in 1964-65, 
1965-66 and 1966-67. During 1962-63, Quebec and Ontario collected their own 
succession duties while the other provinces received a payment in lieu of imposing 
duties. Starting in 1963-64, British Columbia imposed its own succession duties. 
When the abatement was raised to 75 per cent in 1964-65, British Columbia 
increased its rates accordingly but Quebec and Ontario accepted in lieu of the 


extra abatement a payment equivalent to 25 per cent of the federal estate tax in 
those provinces. 


Tax on personal income 


In 1964-65 the largest source of government revenue is again the personal 
income tax. The yield (excluding the old age security tax) is $2,108 million or 
30 per cent of all budgetary revenue. The increase of $243 million or 13 per cent 
over 1963-64 collections is due principally to the higher level of personal incomes 
during the year. In addition to the federal revenue, $362 million was allocated 
to the provincial tax collection agreements account under the terms of the 
Federal-Provincial Fiscal Arrangements Act. In 1963-64 federal revenue from 
this source was $1,865 million and $287 million was allocated to the provincial 
tax collection agreements account. 
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The tax on personal incomes levied under the Old Age Security Act and 
ae the old age security fund is $432 million compared with $303 million 
in 1963-64. 


Corporation income tax 

The corporation income tax is the second largest source of government 
revenue. The yield (excluding the old age security tax) is $1,510 million or 21 per 
cent of budgetary revenue. The increase of $251 million or 20 per cent over 
1963-64 collections is due mainly to higher corporate profits for the calendar 
year 1963 upon which corporation income tax collections in 1964-65 are largely 
based and to the effect during the fiscal year of legislation passed in 1963 which 
moved forward the payment period for corporation income taxes. In addition to 
the federal revenue, $124 million was allocated to the provincial tax collection 
agreements account under the terms of the Federal-Provincia] Fiscal Agreements 
Act. In 1963-64 federal revenue from this source was $1,259 million and $97 
million was allocated to the provincial tax collection agreements account. 

The tax on incomes of corporations levied under the Old Age Security Act 
and credited to the old age security fund is $143 million compared with $116 
million in 1963-64. 


Taxes on dividends, interest, etc., going abroad 

Revenue in this category is derived from taxes withheld on payments of 
dividends, interest, rents, royalties, alimony and income from estates and trusts 
paid to non-residents. Collections for 1964-65 are $144 million, an increase of 
$20 million or 16 per cent over the 1963-64 total. The increase reflects higher 
dividends paid to non-residents in 1964. 


Excise taxes 

Revenue under this heading includes collections from the general sales tax 
and other excise taxes. 

From a revenue standpoint the general sales tax is the most important tax 
levied under the Excise Tax Act. Receipts therefrom (excluding the old age 
security tax) are $1,193 million or about 26 per cent higher than in the previous 
fiscal year. The increase reflects the imposition, effective June 14, 1963, of a 
4 per cent sales tax on building materials and production machinery and equip- 
ment and the subsequent increase in the rate of the tax to 8 per cent effective 
April 1, 1964. 

The tax on sales levied under the Old Age Security Act and credited to the 
old age security fund is $378 million and includes the 3 per cent tax on building 
materials and production machinery and equipment effective January 1, 1965. 

The yield from excise taxes levied under the Excise Tax Act, other than the 
general sales tax, at $270 million is $3 million less than in 1963-64. 


Customs import duties : — 
Receipts yee this source are $617 million compared with $581 million in 


1963-64. The increase of $36 million or 6 per cent reflects the greater volume and 
value of imports during 1964-65. 


Excise duties 
Excise duties are levied on alcoholic beverages, other than wines, and tobacco 


products. (Additional taxes on tobacco products are levied under the Excise 
Tax Act.) Net receipts in 1964-65 are $406 million compared with $393 million 
1 Ae mecca of $241 million from duties on alcoholic beverages ($135 
million in respect of spirits and $106 million in respect of beer) and $171 million 
from duties on tobacco products have been reduced by refunds and drawbacks 
of $6 million. Comparable figures in 1963-64 were $232 million, $166 million 


and $5 million. 


96408—94 
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PRINCIPAL SOURCES OF TAX REVENUE 


Fiscal Years Ended March 31 
Millions of Dollars 


rw PERSONAL INCOME TAX CORPORATION INCOME TAX 
2000 * — 2000 2000 2000 
or 
1000 |— — 1000 1000 ;— ee 1000 
Be 
4 ie 
Pd 
otet 
mee 
0 0 i) pd 0 
1000 { ~~ | 1000 
= EXCISE TAXES ih er 
2000 — BS 4 500 
: a 
Seats 0 
1000 |— — 1000 rae EXCISE DUTIES — 1000 
0 0 
1961 
* Estimated 


Estate tax 


Revenue in this category is derived under the Estate Tax Act. Net receipts 


of $90 million are $1 million less than in 1963-64. 


The increase in revenue 


attributable to growth in the size of estates was more than offset by the effect of 
the entry of the Province of British Columbia into this field in 1963 and the 
increased abatement allowed to estates in that province in 1964-65. 


Other taxes 


Revenue under this heading during the fiscal year is $300 thousand compared 


with $100 thousand in 1963-64. 
NON-TAX REVENUE 


Non-tax revenue is $798 million, an increase of $78 million or 11 per cent 


over the 1963-64 total. 


TABLE 5 
(in millions of dollars) 


Fiscal year ended Increase or 
March 31 decrease (—) 
Non-Tax REevEeNvUE 
1965 
(estimated) 1964 Amount Per cent 
etirnypon iW vestHiente se. «nice so. oe ence onan 414.0 366.4 47.6 13.0 
Post office—net postal revenue................000008 234.0 200.7 33.3 16.6 
Refunds of previous years’ expenditure.............. 21.0 26.9 —5.9 —21.9 
Services and service fees..............secsceceeeees 53.0 IR} bey 3.3 
Proceeds tromipsles.s, oc sce ene ek ee 24.0 28.5 —4.5 —15.8 
Privileges, licences and permits...............0e00- 30.0 PH fe? 2.8 10.3 
Bullion andtcoinages.. seed ts a ee ae 12.0 9.7 263 23.7 
Premium, discount and exchange..................- 0.2 0.2 
OTHER MA. Als trae eiccee snide tech Gea ete 9.8 8.8 1.0 11.4 
798.0 719.7 78.3 10.9 
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Return on investments 

These receipts, in an amount of $414 million, consist of income derived from 
loans and advances made by the government and from investments by the 
ce ere in productive or earning assets. In 1963-64 receipts were $366 
million. 


TABLE 6 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
RETURN ON INVESTMENTS — or 
j ; decrease (—) 
(estimated) 1964 
Loans to, and investments in, Crown corporations— 
Banko Ganagda—prots 4s: oo oadach. some eure eae see « 128.0 116.4 11.6 
Canadian National@vatliways 4, 5am. fee des oMeke pus eitan PY 13.0 —0.3 
Canadian Overseas Telecommunication Corporation... . 2.9 2.6 Ons 
Central Mortgage and Housing Corporation............. 90.5 85.5 5.0 
Eldorado Mining and Refining Limited................. 1.5 2.0 —0.5 
Export Credits Insurance Corporation..,............-5. eal el 1.0 
Harime Credit © onporationl thea. Mine vk Mee ecscua ss Gees 14.0 10.9 yea) 
National CapitaliGomamissioniva..cuer0s ons ss eke ee aes 226 583 0.3 
Nea pronalubarbounseBoands. 4: Baer 0. eats. Sao Oakes 3.6 3.4 0.2 
Northern Canada Power Commission................+. Deo 1.6 0.9 
Northern Ontario Pipe Line Crown Corporation........ 07 1.6 —0.9 
Polymer Corpor von asimibed sone. ates. kte aie lea amie ste * 3.8 S10) 0.3 
The St. Lawrence Seaway Authority................... 42.8 2.6 40.2 
Misesllancousren.aaetbeceerthls eb bala oe? Sserseepae es of 0.9 0.5 0.4 
808.6 247.0 61.6 
Other loans and investments— 
(Diniicld Goto jor eee Greene cnreocnaee an: one cio 122 Pale | —19.9 
Ovuner Mational SoOverminentse- waeshs oe erds pee sep seat: 5.9 6.1 0.8 
Provancialleo vernmentsne. | § Seiad ete ais te SRG eeul: 0.7 1.3 —0.6 
Soldier and general land settlement loans and veterans 
JANG ACHEACHY ANCES” baa ah Ppa ote Ae ee acl oa enc acl, tee 7.4 —0.2 
xchanzewund accOUunbeas + satiate ute «ca teidenaticla « dlutete crane 62.0 62.6 —0.6 
Securities investment account. ........-5:.2+0. «perenne 3.0 1.4 2a 
Sinking fund and other investments held for retirement 
OMunmatured debtrne. 4. st) 10.6 erases Cote ato Waid, 0.3 1.4 
Interest-bearing deposits with chartered banks......... 17.8 13.7 4.1 
Rrotitionsboncdsexchanvesc5- 6 cuca toe onic a neces 0.9 real —1.8 
Unemployment Insurance Commission..........-+.+-55 0.2 0.2 
Miscellaneous. 2... Aeei--ba Med: Sas cceldea- ebice cheb iter tue 4.3 3.6 0.7 
105.4 119.4 —14.0 
414.0 366.4 47.6 


Bey eee See 2 8 oe 


Receipts from Crown corporations at $309 million are $62 million more than 
in the previous year. The main changes are increases of $12 million in the 
Bank of Canada profits paid to the government and $40 million in payments by 
The St. Lawrence Seaway Authority in respect of deferred interest. 

The yield from other loans and investments of $105 million compares with 
$119 million in 1963-64. The decrease of $14 million is more than accounted 
for by a reduction of $20 million in interest received on the loan to the United 
Kingdom caused by the deferment of the interest payment due December 31 


1964. 


Post office revenue 

Gross post office receipts are $268 million but authorized disbursements 
from revenue for salaries and rent allowances, other allowances and commissions 
at semi-staff and revenue offices, commissions at sub-offices, transit charges on 
Canadian mail forwarded through and delivered in foreign countries, etc., in 


the amount of $34 million, brings net revenue to $234 million, In the previous 


fiscal year gross revenue was $236 million, authorized disbursements were $35 
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million and net revenue was $201 million. The increase of $33 million in net post 
office receipts is due mainly to increases in several postal rates and in the volume 
of mail. 


TABLE 7 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Post Orrick REVENUE ——_—— or 
1965 1964 decrease (—) 
(estimated ) 
Postage— 
LK OE NITY 0 (7 Se ee aa As ol each Sari EOE CONTA c 249.7 219.3 30.4 
nOmMplorelen COUNTIES melanie ances creraeratacarerstertaetrtetters 4.5 4.4 0.1 
Wommission on Money, OLGerSi. seit cle ee leetite terersr tel srer 9.3 8.4 0.9 
|RYeratenill Covi jovofenvovsexes, lolOd4es bone poUu 6 aononeuaoooGda bo dnboUdE 22 2a 0.1 
OP er ee ee ea Sra ee ecto cra Sere creer maerante ys 1.8 1.6 0.2 
267.5 285.8 HS tL 
Less— 
Salaries and allowances at semi-staff and revenue offices. —28.8 —30.0 1¢2 
Transit charges on foreign correspondence............... —1.3 —1.8 0.5 
OPH OT Slate ee oad rail Seb olove dS alocretsoreth eters —3.4 —3.3 —0.1 
—838.6 —85.1 1.6 
234.0 200.7 Sono 


As costs of operating the Post Office Department during 1964-65 (excluding 
the $34 million charged to revenue) amount to $211 million, net revenue exceeds 
costs by $23 million. However, in making this comparison, it should be noted that 
the total shown for post office revenue does not reflect any payment for the 
franking privilege covering parliamentary and departmental mail or for certain 
miscellaneous services provided for other government departments and agencies, 
nor does the total for operating expenses reflect any charges for premises occupied 
by the Post Office Department or for certain accounting and miscellaneous 
services provided by other departments. 


Refunds of previous years’ expenditure 


Refunds in 1964-65 of expenditures made in prior years are $21 million, 
a decrease of $6 million from the comparable total for 1963-64. 

The Department of National Defence received $12 million due mainly to 
refunds of $3 million on defence contracts and a refund of $5 million from Canad- 
air Limited of federal sales tax paid by the department, and the Department of 
Veterans Affairs received $2 million in refunds of veterans’ pensions, allowances 
and re-establishment credits. 


Services and service fees 

Revenue at $53 million during 1964-65 is $2 million more than the previous 
fiscal year. 
' The Department of Transport received $20 million, including aircraft land- 
ing fees of $11 million, marine steamers earnings of $4 million, harbour dues and 
wharfage of $2 million and air-ground radio service fees of $2 million; the Royal 
Canadian Mounted Police received $15 million for police services mainly to 
provinces and municipalities; the Department of Agriculture received $8 million, 
of which $5 million was for services in connection with the inspection, weighing, 
storage and elevation of grain and $1 million for race track supervision; the 
Department of National Health and Welfare received $5 million, due mainly to 
a reimbursement of $3 million by the provinces for treatment of Indians in federal 
government hospitals; and the Department of Trade and Commerce received 


He million mainly from weights and measures and electricity and gas inspection 
ees. 
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Proceeds from sales 

rs Receipts of $24 million from this source are $5 million less than the total for 
The Department of Defence Production received $9 million mainly from 

the sale of surplus Crown assets and Central Mortgage and Housing Corporation 

received $5 million from the sale of properties. 


Privileges, licences and permits 

Revenue from this category totals $30 million for 1964-65, $3 million more 
than receipts of $27 million in 1963-64. 

The Department of Transport received $13 million mainly for rentals, 
concessions and radio licence fees; the Department of Northern Affairs and 
National Resources received $4 million, of which $1 million was in respect of 
oil and gas and $1 million for transient motor vehicle licences; the Department of 
Justice received $3 million for copyright, patent and trademark fees; and the 
eee en of Public Works received $2 million for rental of public buildings 
and sites. 


Bullion and coinage ‘ 

Revenue of $12 million derived from the operations of the Royal Canadian 
Mint consists mainly of a net gain on coinage. Small amounts are also obtained 
from gold refining charges, handling charges and gain on gold refining. In 1963-64 
revenue from this source was $10 million. 


Other non-tax revenue 
Other non-tax revenue in the amount of $10 million for 1964-65 is $1 
million more than in 1963-64. 
EXPENDITURE 
Budgetary expenditure is estimated at $7,219 million for 1964-65, $347 
million or 5 per cent higher than in 1963-64. 


BUDGETARY EXPENDITURE, CLASSIFIED BY FUNCTION 
Fiscal Years Ended March 31 
Billions of Dollars 


12% ALL OTHER EXPENDITURE 


my ae \\] VETERANS AFFAIRS 


Sent as S ; 
oe // ae LEONE 
—=————— Seon aR epee nea 


SSS 
SS 
Sr < ‘ Se ~ AND COMMUNICATIONS 


So 
~X 
& SS LSS 
PKK KKK ee hetehatate WANN 4 
: secatecenerete’ ER SN \N PUBLIC DEBT CHARGES 
seen NN 
be SQ 
Yi 
HEALTH, WELFARE AND 
SOCIAL SECURITY 2 9 
R PS LE 
roe 2 
Beinn x 
essseseeaceenetcatteeen see DEFENCE 
 eseeatesetetateresetseaiee KS He S ees 
eleteteratstereeraeene LKR RK REE tes 
Premeerorns telat aeee fee CLR RRL NRL oe 
Peesesnssa assis sae 0 
0 Bee hoes ces So oe eR RS 
1961 1962 1963 1964 1965 


pal governments for specified purposes. 


; incial and munici 4 
1. Does not include those payments made to provincial an Fanatadt chore to'budgelary expenditure 


2. Does not include pension payments out of the old age security 
® Estimated 


in the year in which they were paid. 
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' TABLE 8 


SrateMeNT or BupGeTaRy EXPENDITURE BY DEPARTMENTS AND Masor CLASSIFICATIONS 


(in millions of dollars) 
TEE 


Defence expenditure— 
Nationals Detencenin anes f).- cp). deri 
Defence Production“). ............... 
ToduUstivsc ere tee eene soe nee 


Non-defence expenditure— 
Agnicultvureseencesss cmon sear. + fade ha: 
Atomievinenrey. aca ecto Soren are 
Canadian Broadcasting Corporation... 
Central Mortgage and Housing Cor- 

TOLL LOM ere eee coco. crereee tte nee 
Citizenship and Immigration......... 
BxtermalvAtlainse. pst ty ireeicecia ser 


Finance— 
Publieidebt chargzes......-....0-..- 
Fiscal, subsidy and other payments 
TODEOVINGES sand he oe ges ae 
Government’s contribution to the 
public service superannuation 
ACCOUNT Btor eons soruenmab eee emia oS 


Mishenlessectanccholincrantee weebee 
HOLESET Veen timc ree eae een hanl ee 
RUSTIC OW ee ee eee ee ee ee 


Wealbourte cae ous Oe eee 
Unemployment Insurance Act ad- 
ministration and government’s 
CONUTIDUDIONE are teen rere ee 


Wegislationtsst: ek eee coe on 
Mines and Technical Surveys......... 


National Health and Welfare— 
Family allowances ue. cateneict ss «+ 
Government’s contributions under 

the Hospital Insurance and 
Diagnostic Services Act.......... 
OCH Gr Pe os oc Dae AS 


National Research Council, including 
the Medical Research Council 
National dnevomlc teen tems tee 
Northern Affairs and National 
IREsoureess, Mh .teo.re snack oak ae 
Post Office 


Royal Canadian Mounted Police 
Trade and Commerce 
ELSTANSDOEL si~ peter rtss Staton eee 
Veterans Affairs 


Total budgetary expenditure.... 


Fiscal year ended March 31 lueideaa 
or 

1965 d = 

(estimated) a, Gee 
Amount ; Per cent | Amount | Per cent | Amount | Per cent 
1,539.0 Pails 1,683.5 24.5 —144.5 —8.6 
22.0 0.3 20.6 0.3 1.4 6.8 
20.0 0.3 19.0 0.3 1.0 5/3 
1,581.0 21.9 Wefeon 25.1 —142.1 —8.2 
168.0 220 PPA el 3.0 —57.7 —25.6 
47.0 0.7 45.9 0.7 1.1 2.4 
88.0 ta2 87.6 1.3 0.4 0.5 
14.0 0.2 13.5 0.2 0.5 35 
83.0 ital TOL Se 1.0 1155 16.1 
128.0 1.8 97.0 1.4 31.0 32.0 
1,048.2 14.5 993.7 14.6 54.5 5.5 
349.7 4.8 254.3 atl 95.4 37.5 
55.6 0.8 54.0 0.8 16 3.0 
120.5 end 104.4 135 ioe al 15.4 
1,574.0 21.8| 1,406.4 20.5 167.6 11.9 
26.0 0.4 23.7 0.3 2.0 9.7 
50.0 Oar 41.8 0.6 8.2 19.6 
54.0 Oar 41.0 0.6 13.0 Bilis (i! 
168.0 203 Li2h3 2.5 —4,3 —2.5 
116.0 1.6 108.1 U5 7.9 7.3 
284.0 8.9 280.4 4.0 8.6 is 
14.0 0.2 12.9 0:2 ed 8.5 
77.0 eal 67.8 1.0 9.2 13.6 
546.2 (0 538.3 7.8 7.9 1.5 
430.0 5.9 392.2 5.7 37.8 9.6 
324.8 4.5 273.4 4.0 51.4 18.8 
1,801.0 18.0 1,203.9 17.6 97.1 8.1 
57.0 0.8 47.3 0.7 9.7 20.5 
87.0 1.2 83.0 1.2 4.0 4.8 
85.0 Te ilies aha Thest( 10.0 
211.0 2.9 206.9 3.0 4.1 2.0 
213.0 3.0 154.8 2.2 58.2 37.6 
75.0 126 66.9 1.0 8.1 12.1 
20 1.0 (023 iba | —0.5 —0.7 
475.0 6.6 423.3 6.2 oles 12.2 
353.0 4.9 330.0 4.9 19.3 5.8 
102.0 1.4 64.5 0.9 Ohew 58.1 
5, 638.0 78.1 5,149.3 74.9 488.7 9.5 
7,219.0 100.0 6,872.4 100.0 346.6 5.0 


© Does not include non-defence expenditure which is included in ‘All Other Departments’’. 
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURE 
Fiscal Years Ended March 31 


DEFENCE ___Millions of Dollars PUBLIC DEBT CHARGES 


1000 Le seater 
‘ feces 1000 
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bss Necetet 
2000 2000 RSS ieee 
en 0 ‘ b 
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Kee Ke 1 
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bse P 
1000 RS RS 
etete Roses 
BS RS 
RSS soeecal 2000 ;- — 2000 
Kee 
RSS Be 
Key Se 
0 esse RRSy Rod 7 
Rod : 0 possed 
BSesdoq 
poses 
1000 |— p ieee — 1000 
b sso 
b ecoses 
K. Posed 
p Kosong 
¢ ped 
Be See 
1000 VETERANS AFFAIRS 1000 0 SS pay ee see 0 
PAYMENTS TO PROVINCIAL AND MUNICIPAL 
— GOVERNMENTS 2 
500 }—- F — 500 
Red See 
0 5) egeetst 
, 0 0 | b kod | 0 
1961 62 63 64 65* 1961 62 63 64 65% 


1. The unshaded areas of the columns in the chart for health, welfare and social security represent pension payments out of old age security fund not charged to budgetary 
expenditure in the year in which they were paid. 

2. Does not include those payments made to provincial and municipal governments for specific purposes. 

# Estimated 


DEFENCE EXPENDITURE 


Expenditures of the Department of National Defence and defence expend- 
itures of the Department of Defence Production and the Department of Industry 
are again the largest category of government expenditure. The total of $1,581 
million for 1964-65 is 22 per cent of the aggregate budgetary expenditure of the 
government for the year and is $142 million less than the total of $1,723 million 
for 1963-64 when it was 25 per cent of total expenditure. 


National Defence 

Expenditures of the Department of National Defence are $1,539 million 
compared with $1,684 million in 1963-64. 

Expenditures for air services are $655 million compared with $701 million 
in the previous fiscal year, for army services $434 million compared with $453 
million, for naval services $273 million compared with $298 million and for inspec- 
tion services $7 million, approximately the same as in the previous year. 

The government’s contribution to the Canadian forces superannuation 
account, of an amount equal to 15 times the contributions of permanent services 
personnel, is $59 million, $1 million less than that in the previous year. A further 
amount of $15 million, equal to one fifth of the actuarial deficiency of $75 million 
arising out of pay increases, will be charged to budgetary expenditure in 1964-65 
upon parliamentary approval. 

The expenditure of $15 million is due to a special contribution of $75 million 
credited to the Canadian forces superannuation account and charged to “deferred 
charges—unamortized portions of actuarial deficiencies”’ to provide for additional 
liabilities due to an actuarial evaluation arising out of pay increases. Actuarial 
deficiencies arising out of pay increases authorized in 1964-65 and subsequent 
years are to be amortized over a five year period commencing In the year in 


which the increase is authorized. “a 
Defence research and development costs at $57 million compare with $46 


million in 1963-64. 


96408—10 
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TABLE 9 
(in millions of dollars) 


SS — eee ELL 


Fiscal year ended 
March 31 Increase 
or 
decrease (—) 


Derencrt EXPENDITURE 


5 
(estimated ) 1964 
Department of National Defence— 
DN ofall ef =7= saa (6121 le ae ear erie in etary) Sorc Gu Racer roe 273.0 298. 0 —25.0 
INRA AC OA OO: Went ati edad OM Ea or ror cee ce Camo 434.0 452.7 —18.7 
AITISERVICES: Anc.: Sterecets > Biss eve ele. otto OOS Hie Aiaare ao Sole 655.0 oe Poon 
I BION SERVICER, cfaricce sie ale-< ole teks ereveleie svete eierstes ates ersita acon 7.0 : —0. 
pe 1,869.0 1,458.8 —89.8 
Canadian forces superannuation account— 
Government s-contribuclon! basemen acs ecm neni. oan 59.0 59.7 —0.7 
Amortization of deferred charges...........-...+4-- 15.0 15.0 
Special government contribution..................4. 76.5 —76.5 
Defence research and development...............+++00: 57.0 46.1 10.9 
Mutual aid to NATO countries including contributions 
towards military costs of NATO................... 27.0 28.9 -—1.9 
‘Administration anadigenenali cere sac cele cies aicssles aveiee 12.0 1320 —1.5 
1,539.0 1,683.5 —144.5 
Department of Defence Production‘0— 
Canadian Arsenals: Limitedi-n... io ssc sete sas os wewenne 4.6 4.5 0.1 
Defence Construction (1951) Limited................... 2.4 2.5 —0.1 
Production capacity and capital assistance.............. 1.0 tag —0.2 
Administration and generally... «<<... ener oat ec teieneee 14.0 12.4 1.6 
22.0 20.6 1.4 
Department of Industry“Y— 
Technolovicaltcapabilitivs.-j.casckin ect seer cee 20.0 19.0 10 
1,581.0 iL VP Bio! —142.1 


(See also under ‘‘All Other Departments”’ at the end of this section. 


Mutual aid to NATO countries including contributions towards military 
costs of NATO at $27 million is $2 million less than in 1963-64. 


Defence Production 


Defence expenditures of the Department of Defence Production including 
those for Canadian Arsenals Limited and Defence Construction (1951) Limited 
total $22 million compared with $21 million in 1963-64. 


Industry 


Defence expenditures of the Department of Industry are $20 million, an 
increase of $1 million over the previous year. The increase is due to higher out- 
lays in connection with the government program instituted in 1959-60 of sup- 
porting selected defence development programs in order to sustain technological 
capability in Canada’s industry. 


Cash outlays for defence 


In addition to these budgetary expenditures for defence, there are other cash 


outlays which must be considered in arriving at the cost of Canada’s defence 
program. 


Section 11 of the National Defence Act provides that materiel, not im- 
mediately required for the use of the Canadian defence forces or the Defence 
Research Board, may be sold to such countries and upon such terms as the 
Governor in Council may determine. The proceeds of such sales are credited to 
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a special account to be used for the procurement of materiel. In 1964-65 credits 
to, and cash outlays from, the account are each less than $500 thousand. The 
balance in the account at March 31, 1965 is $1 million, approximately the same 
as at the previous fiscal year-end. 


The Department of Defence Production also makes cash disbursements for 
the procurement of materials for use in the manufacture of defence equipment 
which are not recorded as budgetary expenditures. For purposes of accounting 
and control, these amounts are charged to the defence production revolving fund 
and are treated as assets on the books of the government until they are charged 
to the Department of National Defence or sold to defence contractors for use in 
the manufacture of defence equipment. During 1964-65 purchases of $85 
million exceeded proceeds from sales of $84 million bringing the balance in 
the account at March 31, 1965 to $29 million. 


TABLE 10 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
CasH OUTLAYS FOR DEFENCE —_ or 
1965 1964 decrease (—) 
(estimated ) 


Budgetary expenditures— 


Department of National Defence.................+-205: 1,539.0 1, 683.5 —144.5 
Department of Defence Production™................... 22.0 20.6 1.4 
Departinent of Industry, sa tenes. oak oetee ee see ee 20.0 19.0 1.0 
1,581.0 1, 72821 —142.1 
Disbursements for— 

Defence production revolving fund (net)............ so ox 1.4 —11.3 12.7 
Replacement of materiel account—sec. 11, National 6 a! 

oN, Fell CATA 1) he debates RE brat ke ted cetera te ; —0. 
Defence Act (net) heh Pats ale 
Net cash outlay for defence..................5: 1,582.4 1,711.9 —129.5 


(See also under ‘‘All Other Departments’’ at the end of this section. 


NON-DEFENCE EXPENDITURE 


Agriculture 
The expenditures of the Department of Agriculture amount to $168 million, 
a decrease of $58 million from the 1963-64 total of $226 million. 


A decrease of $65 million in the operating loss of the agricultural stabilization 
board is offset in part by increases of $4 million in land rehabilitation, irrigation 
and water storage projects and $3 million in production and marketing costs. 


The decrease in the operating loss of the agricultural stabilization board is 
due mainly to the fact that the 1963-64 loss included an inventory adjustment of 
$51 million. 

Outlays for production and marketing are $42 million, an increase of 
$3 million over the 1963-64 expenditures. 

Research expenditures at $29 million compare with $28 million in the 


previous year. 
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Expenditures for land rehabilitation, irrigation and water storage projects 
total $28 million, an increase of $4 million over the 1963-64 outlays. 


TABLE. 11 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
AGRICULTURE ; or 
1965 1964 decrease (—) 
(estimated ) 
Agricultural stabilization board—net operating loss.......... 57.0 Py —65.2 
Production and marketing— 
Animal and animal products......... ME by NS SPisrss ere tie UY 3) 16.2 1.1 
JP) tannins avolepoevaNe pe NOXeRUKEUS ahlo @a.acto aotedpSo oh enenenboosd bos 8.7 Zeal) eG 
Mealishvotramnimaal sieere ur recta: sccesee eres tethers Sie remota mehr 13:3 13.2 Or 
ACIMINIS tA TION ance CNeralieyesatra cineca eet cieinieisleleiers ole 2.4 esi 0.3 
41.7 88.5 3.2 
Board oterainccomimissionensa vec ets cites deuenuea keeles 6.8 6.7 0.1 
Land rehabilitation, irrigation and water storage projects... 27.5 epic tt 3.8 
IReSeanc hieia strstr eiatern cite hone ote phen rare a ears 28.9 27.6 hes 
Prairie farm emergency fund—deficit...............0 eee 0.4 Le —0.7 
Agricultural products board—net operating loss...........-. 023 1.0 —0.7 
Farm credit corporation—net operating loss.............+++- 175 1.1 0.4 
Adimimistrationjand general ammt cas. ayn cvaadensie < 9\riele/sie a slag 3.9 3.8 0.1 
168.0 DOD —57.7 


Atomic Energy 


Budgetary expenditures in respect of Atomic Energy of Canada Limited 
and the Atomic Energy Control Board are $47 million compared with $46 mil- 
lion in 1963-64. 

During the fiscal year 1964-65, Atomic Energy of Canada Limited received 
$46 million from the Government of Canada in respect of its research program. 
Of this amount $35 million is for current operation and maintenance and $11 
million for construction or acquisition of buildings, works, land and equipment. 
In 1963-64 the company received $45 million of which $31 million was for 
current operation and maintenance and $14 million for construction or acquisi- 
tion. 

TABLE 12 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Atomic ENERGY or 
1965 decrease (—) 
(estimated ) mee 
Atomic Energy of Canada Limited— 
Research program— 
Current operation and maintenance................. 35.0 31.4 3.6 
Construction or acquisition of buildings, works, land 
ANGVECIMIPINSNt seca vectraaee eee ree 10.5 13.) —3.0 
: 5.8 29 0.6 
Atomic Energy Control Board— af a 
Giants for fresesie bk must wayne erartiack cre fcc eoerohek MEE 1.4 0.9 0.5 
PA CUTEUUAES CLEUIOUSEY <r aitereatt onto ten rate mee tenia! 0.1 0.1 
1.6 120 0.6 
47.0 | 45.9 ieee 


Atomic Energy of Canada Limited also received $5 million which is charged 
to expenditures of the external aid office of the Department of External Affairs 


on behalf of the Government of India for information and design data on nuclear 
power stations. 
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Canadian Broadcasting Corporation 


Payments of $88 million by the government to the Canadian Broadcasting 
Corporation and charged to budgetary expenditure are approximately the same 
amount as in 1963-64. 


Grants for net operating requirements are $86 million, $8 million more than 
in 1963-64. There are no grants for capital requirements in 1964-65 compared 
with $7 million in 1963-64. 


In addition loans of $14 million were made to the corporation for capital 
expenditure, 


TABLE 13 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
CANADIAN BROADCASTING CORPORATION ——_—— or 
1965 decrease (—) 
(estimated ) 1964 


Grants in respect of national broadcasting service— 


Net operating requirements................ccccceceeeees 85.9 78.4 
Wapitalrequirements = qack. «csc eat pneelcerepis le aieins 7.3 
85.9 85.7 

International broadcasting service.............0ceceeeseeoes Ql 1.9 
88.0 87.6 


Central Mortgage and Housing Corporation 


The budgetary expenditures of the government in respect of Central 
Mortgage and Housing Corporation at $14 million are approximately the same 
as in 1963-64. 


Loans in the amount of $7 million, originally made to municipalities and 
municipal sewerage corporations, were forgiven by Central Mortgage and Housing 
Corporation pursuant to section 36G of the National Housing Act and will 
be written off to budgetary expenditure upon parliamentary approval. 

Contributions of $4 million to municipalities to assist in clearance, re- 
planning, rehabilitation and modernization of blighted or sub-standard areas 
are approximately the same as in 1963-64. 


TABLE 14 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
Centra, Mortagage anp HousinGc CorPoRATION or 
965 1964 decrease (—) 
(estimated) 
a8 bw a ee ee ee ee 


Loans forgiven by the corporation...........+++++e+seeerrees ie 
Contributions to municipalities to assist in clearance, replan- 

rub -ala\ oar Ohaese Gl: deme ibeiud Go 36 >Dloudidan jaoob poodaCaCulT 4 
Losses sustained— 

Federal-provincial projects........... 0s sess eee erence ees 

Sale of MortgZages....2:..cseeerececnneeeccsereeeeeeeres 


Oo nn 


a} ReEROR & 


Housing research and community planning Wepatarratteng turaniere ore oeetels 
Construction of national defence housing.........+-++++++++++ 


oe — ee 


ra 
a 
o 
_ 
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Citizenship and Immigration 

Expenditures of the Department of Citizenship and Immigration (which 
includes Indian affairs) in the amount of $83 million are $12 million more than 
the 1963-64 total. 

Indian affairs expenditures are $65 million, $10 million more than the previous 
fiscal year due to increases of $5 million in respect of education, $3 million for 
welfare, $2 million in administration and general costs and $1 million for Indian 
agencies and a decrease of $1 million for economic development. 

Immigration expenditures of $15 million are $1 million higher than in the 
previous year. 

TABLE 15 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
CITIZENSHIP AND IMMIGRATION a or 
1965 1964 decrease (—) 
(estimated) 
Indian affairs— 

IO ShiRHO PMBGRASSOoBnnG Soon oactd.O bdo oe COD URE Oe ese os 35.8 31.3 4.5 
WSL Fear Gis cc crc eae alam creer roar ria haes ea are Pee Ker avor's Stintete tae 17.0 13.6 3.4 
Indian agenciestm nam ccrtdc atc coals ¢ oectieiete ean eters tetate 6.4 Dad 0.7 
Heonomic development hnacmen fotee ciice et tis eice sates oie 2.6 3.5 -—0.9 
Administrationvand general jesse. eee eee ein 3.0 ila, 2.0 
65.8 55.6 9.7 

Teniiignationtiscrs ea eis violate meee tt etetete le ate eremier sistance si ere eral 14.6 13.2 1.4 
Citizenship wee ee ee eee tee oh ieee iene 1.9 126 0.3 
Administrationand. geneLalec, seiacicleincince einen ci cersteetaiae 1.2 nal 0.1 
83.0 71.5 eS 


External Affairs 
Expenditures of the Department of External Affairs are $128 million for 
1964-65, $31 million more than the previous year’s total due mainly to outlays 
of $77 million by the external aid office which are $26 million more than in 
1963-64. 
TABLE 16 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
EXTERNAL AFFAIRS ——_—_—_- > or 
decrease (—) 
(estimated ) 1964 
External aid office— 
Economic, technical, education and other assistance— 
Colombo planes eee te ees ok oe ee 48.5 41.5 7.0 
Grant to India re purchase of wheat................ 7.0 AD) 
Miscellaneotsm fcc core e oes oo ee eee 20.9 9.6 iG Les: 
ANGENIIIS CLA bIOL SAP en .<o.es ae See eee ee See iO) 0.6 0.4 
77.4 51.7 265.7 
VEprencnit clout broads 1 atiat tomer one eeeeceer eeeoreneee Wa) 16.5 1.0 
Contributions to international multilateral economic and 
Epeclal aldsprograms:....<cte sto ake eee 9.7 Uae 201 
Assessment for membership in international (including com- 
monweslt) organizations... ch ces eck ee ee 9.5 8.7 0.8 
Other payments to international organizations and programs. 1.0 2.9 —1.9 
Administration and general,;)....a5.<<«. sseene nie Jaen 12.9 9.6 3.3 
128.0 97.0 81.U 


_ Included in the expenditures of the external aid office is a payment of $5 
million to Atomic Energy of Canada Limited on behalf of the Government of 
India for information and design data on nuclear power stations. 
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Finance 


__ Expenditures for the Department of Finance are $1,574 million compared 
with $1,406 million in 1963-64. 


The main changes resulting in the net increase of $168 million are increases 
of $95 million in payments to provinces and $55 million in public debt charges. 


TABLE 17 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
FINANCE SS eee or 
1965 decrease (—) 
(estimated) 1964 
Bublicidebt charges, s1).skis fee ea eee ee eee 1,048.2 993.7 54.5 
Fiscal, subsidy and other payments to provinces.............. 349.7 254.3 95.4 
Public service superannuation account— 
Government sicontribubion, «....65 <c8de-<cieacei ee cine « 55.6 54.0 1.6 
Amortization of deferred charges................--0e00 10.0 10.0 
66.6 54.0 11.6 
Grants to municipalities in lieu of taxes on federal property.. 34.0 31.5 2.5 
Grants to universities— 

Payments to the Canadian Universities Foundation.... 271 26.8 0.3 
Office of the Comptroller of the Treasury................... 25.0 23.8 132 
Government’s share of medical-surgical insurance premiums. 9.3 9.3 
Government’s contribution as an employer to the unemploy- 

MENTMNSUTANCE TUNES Selehy. Mah. Hithe eh eae oclehlnsatinst: 0.8 0.8 
Municipal development and loan board—forgiveness of in- 

CEDCCUMESS. mtr tile edicts sa caisease set cereeesie 2.5 2.5 
Administrationjand generallsese sack dae os eye stolales nie oe tre ss 11.8 12.2 —0.4 

1,574.0 1,406.4 167.6 


Public debt charges 
Public debt charges are again the third largest item of budgetary expenditure 
being surpassed only by those for defence and those for health, welfare and social 


security. ee 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
INTEREST AND OTHER Pusiic Dest CHARGES or 
965 1964 decrease (—) 
(estimated ) 
Interest on public debt— __ p 
Unmatured debt including treasury bills— sory 
Rayable im CAA dee ch ater oie cticiemiesls s)erelolsialeisie/<\sials 781.0 745.3 ie 
Payable in London. Stak aloe eee KEES ee By ahd 
Payable in New York.........-.-+eseeseereceeceeees Bah wea ee 
Other liabilities— 
Annuity, insurance and pension accounts..........-. fen ae ee 
Deposit and trust accountS.........+++seeeeeeeeeees ain ee ge 
Total interest on public debt.............-- 1,008.0 954.5 53.6 
Oth blic debt charges— a: 

; CURLY ain orticAtion of bond discounts and commissions sees ee 0.7 
Cost of issuing new loans........+++eerreeseeesererte ess 138 ie a 
Servicing of public debt.......---.-esereeereseertrteees wae baie He 

1, 048.2 993.7 54.5 
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Public debt charges consist of interest on the public debt, the annual amorti- 
zation of bond discounts and commissions, the cost of issuing new loans and other 
costs incurred in servicing the public debt. These charges are $1,048 million for 
1964-65 or 14 per cent of all budgetary expenditures compared with $994 million 
or 14 per cent for 1963-64. 


Interest on public debt amounts to $1,008 million of which $797 million is 
in respect of unmatured debt and $211 million in respect of other liabilities. 
In 1963-64 the comparable amounts were $955 million, $762 million and $193 
million respectively. 


The increase of $35 million in interest on unmatured debt is due to an increase 
in unmatured debt. The increase in interest on other liabilities is due mainly to 
increases of $6 million in respect of the public service superannuation account 
and $8 million in respect of the Canadian forces superannuation account. 


Other public debt charges at $40 million are $1 million higher than in 
1963-64, mainly attributable to annual amortization of bond discounts and 
commissions. 


When considering the magnitude of these public debt charges and the burden 
they place upon the public treasury, it must be borne in mind that a substantial 
portion of the debt is attributable to, or is invested in, productive or earning 
assets. Therefore, in calculating the net burden of the government’s annual 
interest charges, the income derived from loans, investments and other productive 
assets must be taken into account. For 1964-65 this income totals $414 million 
as shown in the non-tax revenue section under the heading ‘“‘return on invest- 
ments’. This amount deducted from the gross total of $1,008 million for interest 
as shown in the accompanying table leaves a net amount of $594 million compared 
with a net of $588 million in 1963-64. Measured as a percentage of the net debt 
the burden of the net annual interest charges is 3.82 per cent in 1964-65 compared 
with 3.90 per cent in 1963-64. 


TABLE 19 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
Net Burpen or ANNUAL INTEREST CHARGES aE 


or 
1965 decrease (—) 
(estimated) 1964 
Lotalmnuterestion publiedebt. s..cesenteeune octiee oe eee eee 1,008.0 954.5 53.0 
esseretirmeon ain vest mentans coerce eosin nee oan — 414.0 —366.4 —47.6 
INGtHIN terest COBL. wk Straw eke lpi cit Oe ee 594.0 588.1 5.9 
Net interest cost as a percentage of net debt................ 3.82 3.90 


Fiscal, subsidy and other payments to provinces 


Payments to provinces in the amount of $350 million are $95 million more 
than in 1963-64. 


However, in addition to the above payments, $486 million in provincial 
income taxes collected by the federal government on behalf of the provinces has 
been allocated to the provincial tax collection agreements account under the terms 
of the Federal-Provincial Fiscal Arrangements Act. A more detailed explanation 
of these arrangements is given in the tax revenue section of this Part. 
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TABLE 20 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Fiscat, Sussipy AND OTHER PayMsnts To Provincrs = |——————_— or 
5 1964 decrease (—) 
(estimated ) 
Payments under Federal-Provincial Fiscal Arrangements Act Bill eee 220.9 90.8 
MEADULOUVERUDSIGIES 4s Dea. sents Sanlotan saat ae eee 2326 23.6 
Transfer of certain public utility tax receipts................ 10.6 9.8 0.8 
Crown Corporations (Provincial Taxes and Fees) Act....... 3.8 3.8 
349.7 254.3 95.4 


A summary of payments, by provinces, during 1964-65 is given in the 
following table: 


TABLE 21 
(in millions of dollars) 


Fiscal year ended March 381, 1965 (estimated) 


F Ss O Payments Transfer of. beat ek Gree 2 

ete Uap aD ae under Statutory |certain public (rogiicial Total 

PAYMENTS TO PROVINCES fiscal subsidies utility tax Taxes and 

arrangements receipts Fees) Act 
Newfoundland .0o te. b eo. cabo oe 37.4 ae 0.2 0.4 39.7 
INOW GMS CODA ne ios Gis Deelah + Ose 40.3 rik 0.7 0.2 43.3 
Prince Edward Island............. 9.1 0.6 0.1 (1) 9.8 
INe we IDMUnSWiClkcn ie deste 2.22 «arias 35.9 1.8 (1) Q) Biaia 
(GUE SGG.8 os Gon naneO oo O Dee OnE > 113.2 4.0 5.0 ita 123.9 
Osttarios Gey. fe red betas sey 15.1 4.6 1.1 ast 21.9 
IMRATAILO DO Ante ri is triee aieraiavs ce sevels seis 20.) 2-1 0.1 (1) Died 
Saskatchewan aciseod ccipannrereanscs 25.6 py al (1) a) Dats 
J NETH ES Le oe SS ee 9.6 2.9 2.9 ) 15.4 
Britisn’ Columbias sc... ces te os Lil 0.5 Be ae 

Nilkkont DerritOnyie..cducskiens scales che 

Sil bea 23.6 10.6 3.8 349.7 


@ Less than $50,000. 


Public service superannuation account . 

The government’s contribution to the public service superannuation ac- 
count, in an amount equal to the estimated current and prior service payments 
of individuals in 1963-64, is $56 million in 1964-65. In 1963-64 the govern- 
ment’s contribution was $54 million. 

A further amount of $10 million, equal to one fifth of the actuarial deficiency 
of $50 million arising out of pay increases, will be charged to budgetary expend- 
iture in 1964-65 upon parliamentary approval. by 

The expenditure of $10 million is due to a special contribution of $50 million 
credited to the public service superannuation account and charged to deferred 
charges—unamortized portions of actuarial deficiencies to provide for additional 
liabilities due to an actuarial evaluation arising out of pay increases. Actuarial 
deficiencies arising out of pay increases authorized in 1963-64 are to be amortized 
over a five year period commencing in 1964-65 and those arising out of pay 
increases authorized in 1964-65 and subsequent years are to be amortized ei 
a five year period commencing in the year in which the increase is authorized. 
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Municipal development and loan board—forgiveness of indebtedness 

The municipal development and loan board, during the fiscal year 1964-65, 
forgave loans to municipalities in the amount of $1 million and provided a reserve 
of $2 million for forgiveness of indebtedness in accordance with sec. 11 of the 
Municipal Development and Loan Act. 


Fisheries 
Expenditures of the Department of Fisheries are $26 million in 1964-65, an 
increase of $2 million over the 1963-64 total. 


TABLE 22 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
FISHERIES von A or ~ 
ecrease (— 
(estimated ) 1966 
Fisheries management and development— 

Conservation and development service............se0e0. 7.9 8.0 —0.1 
Inspection senvicely sari warner ee ere ele 2.2 22 

Canadian share of the expenses of international com- 

MISSIONS here ines ace ead nV ee Shea we SNOT GION eiaee 1.3 ilA5! 0.2 
INewloundlandibaitiservice sas nemiarcr eo tterecccisieleodereeieisieks 1.0 vee —0.7 
OtWer as ee ack re ene are rareneco le aiteuspese usiekale ous e1s8-3 4.6 3.2 1.4 

17.0 16.2 0.8 
Fisheries Research Board of Canada..............eeceeeeee 7.5 6.2 1.3 
Administrationand: general sescectes ooesiee aoe oe serene 1.5 ed 0.2 

26.0 2360 2.3 
Forestry 


Expenditures of the Department of Forestry amount to $50 million in 
1964-65 compared with $42 million in 1963-64. 


The increase of $8 million is due mainly to higher expenditures in respect of 
land rehabilitation, irrigation and water storage projects under the Maritime 
Marshland Rehabilitation Act and the Agricultural Rehabilitation and Develop- 
ment Act which are $10 million in 1964-65 compared with $5 million in 1963-64. 


TABLE 23 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
ForESTRY oe or 
1965 : decrease (—) 
(estimated ) we 
Freight assistance and grain storage costs on western feed 
STAINS Arca ote Maen cha ys Seam emo te CTE co 19.5 18.7 0.8 
Contributions to the provinces— 
Assistance in forest inventory, reforestation, forest fire 
protection and forest stand improvement........... 5.3 4.5 0.8 
Forest access road construction.........ses+ccsececeeees 3.1 3.6 —0.5 
8.4 8.1 0.8 
Forest entomology and pathology branch.................+- 5.5 5.5 
Rorest research sbrancl sity oe 2). 4 eels ees See eee 3.1 2.5 0.6 
Forest products research brancbic.¢3 5 <diedam% oa ar obirmeeaans-s ler 1.2 0.5 
Land rehabilitation, irrigation and water storage projects. .. 10.0 4.6 5.4 
Administration and) generale... ccMahoue eee nee 1.8 eZ 0.6 
50.0 41.8 8.2 
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Justice 
Expenditures of the Department of Justice at $54 million in 1964-65 are 
$13 million higher than in 1963-64, due mainly to outlays for construction or 


acquisition of buildings, works, land and equipment in respect of correctional 
services. 


TABLE 24 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
JUSTICE a or 
1965 decrease (—) 
(estimated ) 1964 
Legal and other services— 
Judges salaries, allowances and pensions................ 8.6 7.7 0.9 
Patents, copyrights and trademarks...................- 3.0 2.6 0.4 
Administration and eenerale.. san. cios te ctot soe eet oeittels 2.9 2.9 
14.6 18.2 Les) 
Correctional services— 
Administration, operation and maintenance............. 25.5 21.8 ond 
Construction and acquisition. ...............eeeeeeeeees 14.0 6.0 8.0 
89.6 27.8 11.7 
54.0 41.0 13.0 


Labour 
Expenditures of the Department of Labour, including the Unemployment 
Insurance Commission, total $284 million in 1964-65 compared with $280 mil- 
lion in 1963-64. 
TABLE 25 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
LABOUR Tues " or eh 
ecrease (— 
(estimated ) 1964 

ae EES 
Payments to provinces authorized by the Technical and 

Vocational Training Assistance Act..........+++++e eee 105.0 136.4 —31.4 
Municipal winter works incentive program..........-.--- B06 36.9 26.7 10.2 
Payments under the Government Employees Compensation ia 36 Pe 

PNR a Sn Ai cl  ralwialitss clash ocsto si etaie’el o Pape skoda me gsi hete rag : , ; 
Winter house building program......... ene eee eben ohe 14.5 0.1 14.4 
Payments under the Vocational Rehabilitation of Disabled 

Persons Act.. sa ideabae Tein as pe oe ea 
Administration and general...........+seseee rece ee ee ee cece seas jon ES 
Unemployment Insurance Commission— 

Government’s contribution POLS UU ope teeter rhe roa 2.1 

Administration and general. ........-.+sseses seer eeeees ee Bet A 

284.0 280.4 8.6 


Under the winter house building program payments are made, in accordance 
with terms and conditions approved by the Governor in Council, of $500 per 
dwelling unit substantially built during the periods December 1, 1963 to April 
15, 1964 and November 15, 1964 to March 381, 1965. In 1964-65 payments 
amount to $15 million compared with less than $100 thousand in 1963-64. 


148 


Payments under the municipal winter works incentive program to provinces 
and in respect of Indian bands are $37 million in 1964-65, $10 million higher than 
in 1963-64. 


Payments of $105 million to provinces under the Technical and Vocational 
Training Assistance Act are $31 million less than the 1963-64 total. 


Unemployment Insurance Commission 

Administration and general costs of the commission amount to $54 million 
compared with $49 million in 1963-64. The government’s contribution to the 
fund is $62 million compared with $59 million in 1963-64. 

Unemployment benefit payments are not charged to budgetary expenditure 
but are paid from the fund which is financed by equal contributions from 
employers and employees, by interest earned on investments and by the govern- 
ment’s contribution of an amount equal to one fifth of the combined employer- 
employee contributions. Further information about the fund is given under the 
liability category ‘‘annuity, insurance and pension accounts”’. 


Legislation 


Costs of Legislation in 1964-65 at $14 million are $1 million more than the 
1963-64 total. 


TABLE 26 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
LEGISLATION Fi or an 
ecrease (— 
(estimated ) 1964 
Hiouscioh Commons) aun se eee ae eat ee eee 11.0 10.1 0.9 
THe SGUatG scree os sles cyst oucvclecn epoch e Sea Ce eee ae 2.6 2.0 0.1 
Iibraryso. Parliament.cgun sunset eee ao re eee 0.4 O33 0.1 
14.0 12.9 ye 


Mines and Technical Surveys 


Expenditures of the Department of Mines and Technical Surveys at $77 
million are $9 million more than the 1963-64 total. 


TABLE 27 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
MINES AND TECHNICAL SURVEYS or 
1965 decrease (—) 
(estimated) 1964 

Domunion:coaliboarch= aaa eee eee eee arene Bowe 20.6 2.6 
Emergency ZOLA MuINnINgASSISLANCE eae. ean nose nee 15.6 15.0 0.6 
Hieldtand! air curvey sere. .:c tcc ae cn ain one 6.9 6.7 0.2 
Marine surveys and mesearchs (i. mnsmeneemte ec mie 10.0 7.0 3.0 
Geological LOSCANC Hiavanersetora nays MEL ones Mii tin ton aha ee 7.1 6.6 0.5 
Mining and metallurgical investigations and research........ 5.8 5.3 0.5 
Research in astronomy and geophysics. ...........eesseeee. 3.1 2.4 0.7 
Polar continental shelfan, sc iostereetestere bak ree bce 1.6 BG 0.1 
Administration and general... 4. <aceen kine hohe cee BIS Dish, 1.0 

CHAD 67.8 9.2 
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Outlays of $23 million for the Dominion Coal Board consist mainly of 
payments in connection with the movement of coal under conditions prescribed 
by the Governor in Council and to a lesser extent to subventions in respect of 
eastern coal under agreements entered into pursuant to the Atlantic Provinces 
Power Development Act. In 1963-64 these payments totalled $21 million. 


Payments of $16 million under the Emergency Gold Mining Assistance Act 
are $1 million higher than in 1963-64. 


Outlays of $10 million for marine surveys and research consist of $7 million 
for administration, operation and maintenance and $3 million for construction 
or acquisition of buildings, works, land and equipment. In 1963-64 comparable 
amounts were $7 million, $6 million and $1 million. 


National Health and Welfare 


Expenditures of the Department of National Health and Welfare are 
$1,301 million, an increase of $97 million over the 1963-64 total. 


Welfare services account for $767 million, an increase of $51 million over 
1963-64 and health services account for $494 million, an increase of $42 million. 


TABLE 28 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NaTIOoNAL HEALTH AND WELFARE or 
1965 1964 decrease (—) 
(estimated ) 
Welfare services— 
Ragan Gillon gyros ee selanc) enaee Geeioam meee 6 daria oe 546.2 538.3 7.9 
VOuUpMPALLOWANCESH MS Stet Renee ates cod vs Ae leas wertelkers 27.2 Dla? 
Oldjacetassistance 74s 41 fel. «Liss tee FAs lads seebanine. 45.2 39.2 6.0 
We lindapercons-allOwal Cesta ada h athe cee Kor saa ee 5. 6 5.0 0.6 
Disaoledipersons allOWAUCES. cr cies cr emp cies qescgaro sed oo iayge) 20.2 3.1 
Wnemployment. assistance... 2... < .sklsttlinctles. wills ele ore 111.0 107.4 326 
Hitnessandvamateur sponta. accesses crise eile ie 3.0 1.6 4 
(OWNED Sse We a ee hae AIO 1 Siqcktiactte 5.3 4.1 ile 
766.8 715.8 61.0 
Health services— ‘ 
Government’s contributions under the Hospital Insurance a 
and Diagnostic Services Act...........:.++.+2es+08> 430.0 392.2 7 
Grants to provinces— 
General health.......... 50.5.0 0 sec e cere creer ene ees he oo 4.5 
Hospital construction. ........... esse eee e eee ees as ae Pg 
Mya en ee Re eS See ade: coer an nic. is Veo ane 
ReGiCal Services 3 A. scive pms ebinals* Pomaelynrh art Pes ae hee te a at fe 
Food and drug services. .......--.:. eee e cree eset e eee nes B oa ae 
Administration and general. ...........-eeese eee eee teens ‘ i f 
1,301.0 1, 203.9 97.1 


erpey a) FLEE IIKS 9.032 BO Oa 


Family allowances . 

Family allowances are payable in respect of all children under sixteen years 
of age, resident in Canada, with minor exceptions such as in the case of children 
of immigrants who must reside in Canada one year before an allowance is pasa: 
The monthly allowance is $6 if the child is under 10 years of age and $8 ae le age 
group 10 to 15. Children of immigrants receive family assistance at the oe 
rates during their first year of residence in Canada from appropriations of the 


Department of Citizenship and Immigration. 
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In 1964-65 payments of $546 million account for 8 per cent of all budget- 
ary expenditure compared with $538 million and 8 per cent in 1963-64. The 
increase of $8 million reflects the increase in the number of children in the eligible 
age groups. 

TABLE 29 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Famity ALLOWANCES PAYMENTS ——_—_- or 
1965 1964 decrease (—) 
(estimated ) 

Niewsoun clan Gs stench rent vac eine oe aeronseres cote nee Cai ete 16.9 16.7 0.2 
IN(OWietS GObIa: sot nie ae aerate ceo) iain cee ine tone ar toes 21.8 21.8 
Prince wo diwardelslan danccacmie cramer ae eter ae ional re era ne 3358) ae 
Nie ws Brunswick. «dca oe cute Rist oraote @beeonen ee arrt ie ietais wieauaiawets 19.1 19.2 —0.1 
QUebeee trek arc ie Se eager etnias tunis onitia odin Se. ae 164.1 162.2 1.9 
ONREATIOR ee check Be EE ore ESPN e cht Re 179.0 175-5 Seti 
Mia mito by arerson crates tcc ey eo athe ern ee ee eee ree 26. Hy of 0.3 
Saskatche wants Oe aso. ctedioe pea ae titers tte cab aan Aaa es 26.9 26.7 0.2 
IN lel srait: era Sear oth ete OE hee her OR han en ae aes etd c 42.1 41.2 0.9 
British Columbians coeek arise oncwarae coals tier ita 45.7 44.7 1.0 
Northwest.and Yukon’ Territories: ...2..:.meees eons setae 1.3 1.3 

546.2 538.3 7.9 


Youth allowances 


An Act to provide for the payment of Youth Allowances was given Royal 
Assent on July 16, 1964. 


Under provisions of this act payments of $10 per month are payable in respect 
of all persons resident in Canada who have attained the age of 16 years and 
have not attained the age of 18 years who are in full time attendance at a school 
or university or are by reason of mental or physical infirmity precluded from 
attending school] or university. Payments were effective from September 1964. 
During 1964-65 payments amount to $27 million. 


Old age assistance, disabled persons allowances, blind persons allowances and 
unemployment assistance 


Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $75 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group 65 to 69. (Under the Old Age Security 
Act, all persons 70 years and over who satisfy the residence requirements of the 
act may receive a pension of $75 per month from the federal government out of 
the old age security fund.) Similarly, the federal government reimburses the 
provinces under the Blind Persons Act for allowances of not more than $75 per 
month to blind persons in need 18 years of age or over by paying 75 per cent of 
the total payments, and under the Disabled Persons Act by paying 50 per cent 
of not more than $75 per month for allowances to disabled persons in need 18 
years of age or over. In 1964-65 payments for old age assistance of $45 million, 
for disabled persons allowances of $23 million and for blind persons allowances 


of $6 million compare with $39 million, $20 million and $5 million respectively 
in 1963-64. 


These increases resulted from amendments to the Old Age Assistance Act, 
the Blind Persons Act and the Disabled Persons Act which raised the maximum 
pension towards which the federal government would contribute from $65 to 
$75 per month, effective December 1, 1963. 
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Under the Unemployment Assistance Act, the Minister may, with the 
approval of the Governor in Council, enter into an agreement with any province 
for the payment by Canada to the province of contributions not exceeding 50 
per cent of unemployment assistance costs in the province. All provinces have 
signed agreements with the federal government. Contributions in 1964—65 in 
the amount of $111 million compare with $107 million in 1963-64. 

The following table presents a distribution of these payments to provinces 
for 1964-65: 

TABLE 30 
(in millions of dollars) 


Fiscal year ended March 31, 1965 (estimated) 

FrepERAL SHARE oF Otp Aaxr ASSISTANCE, DISABLED 
Persons ALLOWANCES, BuinpD Persons ALLOWANCES Old Disabled Blind Unem- 

AND UNEMPLOYMENT ASSISTANCE age persons persons ployment 

assistance | allowances | allowances | assistance 


INewioundlan davies thet Orato, he ed Dee 0.8 0.3 4.8 
INORAapSCOtia BIR IU, 25 ANN BB icerteteaceenins bk 2.3 1.4 0.5 1.9 
rincevbadiwancl Islands besitos ne ch eta sleek 0.5 0.4 0.1 0.3 
INGwabnunswickertecrc etter tec mito on ore One 1.0 0.4 1.8 
QTC Cee reese cts Ss rkices GUN MS Widnes, oSeane ee ee 16.7 9.1 1.9 40.5 
(OMB La acusscbt SO ASHORA SSE OF nee TRC nee are 10.5 Use 1.2 25.4 
Manitobarercnt §. ghee cotacksn te. oo cctad Prey tei ech ® tease 2.4 0.7 0.3 5.3 
Bas kavclrewallers ater mcrrts cysts c Epatre wysisecteuccs clase ahve mane 2.3 0.8 0.2 4.9 
ATC rte Peet ok Pen oat ALER R Al Sa 2.9 0.8 0.3 8.8 
Brtignac ollim bias. praeck lacy . det a iebeats dash osee 3.0 1.0 0.4 Wiiee 
Northwest and Yukon Territories.................08. 0.1 a) a) 0.1 

45.2 23.3 5.6 111.0 


() Less than $50,000. 


Government’s contributions under the Hospital Insurance and Diagnostic Services 
Act 

Contributions of $430 million to the provinces under the Hospital Insurance 
and Diagnostic Services Act are $38 million higher than the 1963-64 total of 


$392 million. 
TABLE 31 
(in millions of dollars) 


Fiscal year ended 


March 31 
Government’s Contrisutions UNDER THE Hosriran |—————————————————_| _ Increase 
INSURANCE AND Diaanostic Services ACT 1965 1964 
(estimated ) 
ISSR ACNE Da cqor degen GaSe ab he ao MODI Oba. Onur aoe nanmacs ie ad 1.2 
DNV ANSCOULA AT AeRe ee, . sete She hard es PRIME ei oleiate © lsisin vie. e ghoa tetera ne he: es 
Prince Hd ward. [sland «....16-cve nd aedetwaoe ctoralaveters serie stor ]ate rele vie ee ae 
IN Erp ISVETEK Oo swat oem ence oobooen so odhon once f : ; 
(G\RAINSG. Sohecd us ReReO DRE Denote a ienneorcne. obo cre!scoamor 123.2 113.9 9.3 
Es nae a eS Raa ee ON richer eA 152.1 136.0 16.1 
Rate OA the estes we wad. unk hunt: So2° ee ee heen: te 20.6 19.7 0.9 
Fay Farid b ERS ego eae es RET Ic ICICI Or IAS pase re : ois 
INES ace, Ae ene rte feton. marae eco om Io cnLs t ae rie a 
British Columbia.......... Dagar ss -rWego ps + feuinven sae mines ap . ; 
Northwest and Yukon Territories.........-.0+e++eeeeeeeeee . ; 
430.0 392.2 37.8 


General health grants and hospital construction grants to provinces “tr 
Grants to provinces for general health services total $36 million and for 
hospital construction $22 million in 1964-65 compared with $31 million and $22 


million respectively in 1963-64. 


152 


TABLE 32 


(in millions of dollars) 
ALT Se EELS Me ARR ae SRE SB ee ed Ll A ae ee 


Fiscal year ended March 31, 1965 


(estimated) 
GENERAL HrattH GRANTS AND HospiTaL 2 
CONSTRUCTION GRANTS General Hospital 

health construction Total 

grants grants 
INewioun client iy cacoctacitas<o ccteerolescvetaeyn cies recone crater atetemeerc 1.0 0.5 ind, 
Nova Seobigg esol ws cas chs Sieve aun etonera eNO a ote an rate PARE: ile 0.9 2.6 
Prince Edward: Islan dissse2cesmna ce cetera 0.3 ay 0.3 
Nie web RUNS WICK 4... emirate tase torre ere ceet nce tne eink neers 1.3 1.0 De5 
QuUebeerai ten IE! SE IMIS OI NE SR 2 Soke ss ee 10.6 6.0 16.6 
Ontario ress ee ee nee ee 10.7 6.9 L7A6 
Mambo aso pies RUPEE Rasiya cee atta APR Me hevat -ayorer ofthe toteince EPROM a tos 2.0 ileal Sal 
Baslca tele wan Mae « xhe- WO oie ts wicca onehal fe uwraithadi et sie 1.8 12 on0) 
SAS REBAR LPR LUIEN GH: SOIR PE 8): Be bo, IN SOM Fc a encl arocne GANT 205 6.2 
Brrtishe@ ol temibta sees ee eee Cee eee ess 1.9 6.2 
Northwest and’ Yukon Derritories.;....2. .ceaecle vs clones same: 0.1 @) 0.1 
35.5 22.0 57.6 


Less than $50,000. 


National Research Council, including the Medical Research Council 

Expenditures of the National Research Council, including the Medical 
Research Council, are $57 million compared with $47 million for 1963-64. An 
increase of $6 million in scholarships and grants in aid of research account for 
most of the change. 


TABLE 33 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
NationaL ReseaRcH CoUNCIL, INCLUDING ——_-- or 
THE MepicaL ReseaARCH CoUNCIL 1965 1964 decrease (—) 
(estimated ) 

Scholarships and grants in aid of research.................. 23.6 Wheat! 5.9 

Construction or acquisition of buildings, works, land and 
CTO NUN) 6005) 00 cine A aOR ER Anche od pa ane race ot es enn a 4.8 4.4 0.4 
Assistance towards research in industry...................-- Rae 1.6 0.6 
Administration and/generalea sates. «. cokes eos. seen eae 26.4 23.6 2.8 
57.0 47.3 9.7 


National Revenue 
__ Expenditures of the Department of National Revenue amount to $87 
million, an increase of $4 million over the 1963-64 total. 


TABLE 34 
(in millions of dollars) 


Fiscal year ended 


March 81 Increase 
Nationa, REvENUE —<—<—<—<$—$—<— or 
decrease (—) 
(estimated ) 1964 
Customs andvexcise divssiona aaah art eneuiee hee ea ie 44.0 42.3 17, 
‘Taxation division; cc... oe. ee ee 42.7 40.5 2.2 
Income itax'appeal) board .....\.gacide.tedard ieee CEL lash aes 0.3 0.2 0.1 
87.0 83.0 4.0 
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Northern Affairs and National Resources 


Expenditures of the Department of Northern Affairs and National Resources 
at $85 million are $8 million more than 1963-64 expenditures. 


TABLE 35 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
NorTHERN AFFAIRS AND NationaL ResouRCcES 


or 
1965 decrease (—) 
(estimated ) 1964 
Northern administration branch...............++++ss sees ees Ste 34.1 1.0 
National’ parks branch if: Peiiicek:. Sin bs Gael eee aed oie) 23.0 4.2 
Water resources ev) Ce ere gre estrus ea ue ng a gies pagar ea a ta 12.3 10.3 2.0 
Contributions to the provinces to assist in the development 
Of roads leading tOmeSOUTCES Irene. ocd ve de oe ee 4 tinsia-es 8.6 8.1 0.5 
A@iminiseration and General fre Me eis <ins ave-cig 6) sce! eis) ele eiersle 1.8 1.8 
85.0 Hit hanks 


Expenditures in respect of the national parks branch increased by $4 million 
due mainly to an increase of $3 million in construction costs. 


The increase of $2 million in expenditures of the water resources branch was 
due to an increase of $1 million in administration costs and $1 million in contribu- 
tions to provinces towards the construction of dams and other works to assist in 
the conservation and control of water resources in accordance with agreements 
entered into between Canada and the provinces. 


Post Office 
Costs of the Post Office Department charged to budgetary expenditure are 
$211 million compared with $207 million in 1963-64. 


TABLE 36 
(in millions of dollars) 
Nee enn 
Fiscal year ended 


March 31 Increase 
Post OFfFice or 
965 1964 decrease (—) 
(estimated ) 
epeerre? rth oe ee eee ee SSS 
Charged to budgetary expenditure— 
Operations—salaries and other expenses of staff post 
offices, district offices and abibat amen) 
and supplies and equipment and other items for 
revenue post offices..........--- ea Bogor 136.0 135.6 0.4 
Transportation—movement of mail by land, air and 
Sar racic UE On Opti nINRD Oa ODEO nC acrEeCaO OTOOMGDE: 68.8 65.9 2.9 
Financial services Posen p)4S- oli COS erat me By Bs ae 
Administration and general.........++++ererssrereeeeees ae Prise’ ps 


Charged to revenue— 
Operations—salaries of postmasters and staffs at revenue 


and semi-staff offices, commissions paid at sub- a 
offices and other disbursements......-----+++++++++: ‘ ; aT, 
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Costs of operations at $136 million are approximately the same as in the 
previous year and costs of movement of mail are $3 million more than in 1963-64. 


Remuneration of postmasters and staffs at revenue and semi-staff offices 
and certain other authorized disbursements are paid from revenue. These pay- 
ments at $34 million ($1 million less than in 1963-64) bring gross post office 
expenditures to $245 million in 1964-65. 


Public Works 
Expenditures of the Department of Public Works amount to $213 million, 
$58 million more than in 1963-64. 


TABLE 37 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Pusiic Works (ae av : or (‘Ss 
1965 ecrease (— 
(estimated ) 1964 
Accommodation services— 
Maintenance and operation of public buildings and 
grounds— 
Ottawacangd Tulle e eyace ee cneeerereern aeee arom 20.2 18.8 1.4 
OtherthanOttawaand) Hulléjacs. see elt ese ee 31.0 27.55 Sno 
Office furniture and furnishings..................... 2.3 1.8 0.5 
Acquisition of equipment and furnishings other than 
officedurnishangs gcc. eevade ves 5 tue cee toe ees 1.6 0.6 1.0 
Construction, acquisition, major repairs, etc. of public 
buildings— 
Osh awit Mer cussing once eve ee we ee ee eee 12.4 11.4 1.0 
Other, thanvOttawa.. sone oe acne oe ere mee 17.6 14,2 3.4 
85.1 4S 10.8 
Harbours and rivers engineering services— 
Operationiand) maintenance. 4...c ems eee ie ee 6.6 6.8 —0.2 
Construction or acquisition of equipment............... 0.7 0.4 0.3 
Construction, acquisition, major repairs, etc. of harbour 
ANGUCIVED WORKBR rate ei ia eee en Geto tees oe 20.9 16.4 4.5 
28.2 28.6 4.6 
Roads, bridges and other engineering services— 
@peration and maintenance... ase tee te eee 0.4 0.4 
International, interprovincial and other bridges......... 2.8 2.6 0.2 
Northwest highway system........... is SHEN Bae o nao 9.3 0.1 9.2 
Trans-Canada highway— 
Contributions to provinces under terms of the Trans- 
Canadawhlioliway tAGt ae rset tn Se cme er. acne 74.1 39.2 34.9 
Construction through national parks................ nz Dail —-1.9 
86.8 44.4 42.4 
Destine laboratoriesss-10. .«cdeeee ee PIPE Seu oe Pres hace el 1.0 0.1 
Admainishrationmand coneralia sss eacne sc tne nee 11.8 11.5 0.3 
213.0 154.8 58.2 


Accommodation services 


Expenditures for these services are $85 million, $11 million higher than the 
1963-64 total. 


Maintenance and operation of public buildings, etc. at $53 million are 
$5 million higher, acquisition of equipment, etc. at $2 million are $1 million 
higher and construction or acquisition of buildings, ete. at $30 million are $4 
million higher than in 1963-64. 
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Harbours and rivers engineering services 

Expenditures for these services total $28 million, $5 million higher than 
in 1963-64 due mainly to an increase in costs of construction or acquisition, 
ete. of harbour and river works which are $21 million compared with $16 million 
in the previous year. 


Roads, bridges and other engineering services 


Expenditures for these services total $87 million, $42 million higher than 
in 1963-64. — 


Contributions to provinces in respect of the trans-Canada highway of 
$74 million are $35 million higher, outlays of $9 million in respect of the north- 
west highway system are $9 million higher and costs of constructing the trans- 
Canada highway through national parks at $200 thousand are $2 million lower 
than in 1963-64. 


Royal Canadian Mounted Police 


Expenditures of the Royal Canadian Mounted Police are $75 million in 
1964-65 compared with $67 million in 1963-64. Arising from these expenditures 
are receipts of $15 million, which are credited to revenue, for policing certain 
provinces, territories and municipalities. In 1963-64 the same amount was 
received and credited to revenue. 


Included in the headquarters administration costs is an amount of $700 
thousand, equal to one fifth of the actuarial deficiency of $33 million in the 
Royal Canadian Mounted Police superannuation account due to an actuarial 
evaluation arising out of pay increases, which will be charged to budgetary 
expenditure in 1964-65 upon parliamentary approval. 


TABLE 38 
(in millions of dollars) 


ee ee ee ee eee eee Ae eee 
Fiscal year ended 


March 381 Increase 
Royat Canapian Mounrep Poricr —_—— or 
¢ 1964 decrease (—) 
(estimated ) 
2 ite eee a el a er 
Land, air and training divisions. ..........-..+eees seer eee 56.1 49.6 6.5 
Headquarters administration and national police services... 9.6 8.4 1.2 
Pensions and other benefits............:0e cece reece rere enee 4.2 4.0 0.2 
Government’s contribution to Royal Canadian Mounted 
Police superannuation account. ......-.-.+s+eesee rere ees 3.1 3.1 

WEATING TSOP VIGOR fil crete Rite cne f rulletteia te ciate tate otecs eral ere tannins 2.0 1.8 One 

75.0 66.9 8.1 


Trade and Commerce 


Expenditures of th 
are approximately the s 
$6 million in the carrying costs of temporary 
offset by small increases in the other categories. 


e Department of Trade and Commerce at $72 million 
ame as in 1963-64. The main change is a decrease of 
ary wheat reserves which is more than 
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TABLE 39 
(in millions of dollars) 


pe eB ReaD Dkr es Wee 28 0 Pe See Ae Se eS a a a ee eS ee 


Fiscal year ended 
March 31 Increase 
TRADE AND COMMERCE 


or 
decrease (—) 


1965 
(estimated ) 1964 

Canadian Wheat Board— 
Carrying costs of temporary wheat reserves............ 34.0 39.6 —5.6 
Prairie Grain Advance Payments Act.................. 0.6 0.9 —0.3 
84.6 40.6 —6.9 
Dominion Bureaw On SoMvlsticaw nme iiec it tisiendyeetis rca aie 13.5 12.3 1.2 
Pfac eiCOMMISSIONCH SELV1GOn gates iie eared cnet tin ieee eine ee 6.8 6.3 0.5 
Canadian government travel bureau..............-...0..4-. 5.0 3.9 tA 
Stan@ards! Bramelin. ce ss. ciel da te ctr cemeusemrae ces nena one 3.0 0.3 
Nationalpinersy Boardes hast tosstieas Seber cian tenet 0.7 0.6 0.1 
Administration andugenerals meee eae asec a as ec et ee 8.1 5.9 2.2 
72.0 2) —0.5 


Transport 


Expenditures of the Department of Transport are $475 million, an increase 
of $52 million over 1963-64 expenditures of $423 million. 


Air services 


Outlays for air services at $1386 million are $15 million higher than the 
1963-64 total due mainly to an increase of $9 million in the expenditures of the 
telecommunications and electronics branch of which $4 million is in construction 
or acquisition of buildings, etc. with respect to the satellite communications 
ground station and $3 million is in administration, operation and maintenance 
and an increase of $4 million in the expenditures of the civil aviation branch of 
which $1 million was for the purchase of property for the extension of the Vancou- 
ver international airport. 


Railway and steamship services 


Expenditures for these services are $106 million compared with $99 million 
in 1963-64. 

Cost of construction or acquisition of buildings, works and land, etc. are 
$10 million, $9 million higher than 1963-64 costs; the subsidy in respect of a 
railway to Great Slave Lake is $25 million, $3 million higher than in 1963-64; 
and payments under the Maritime Freight Rates Act are $15 million, $2 million 
higher than in 1963-64. 

Outlays in respect of the Victoria Bridge, Montreal are $1 million due to 
the discontinuance of tolls. In 1963-64 expenditures totalled $7 million of 


which $4 million reflected the discontinuance of the collection of tolls and 
$3 million was for rail diversion. 


The charge of $39 million to budgetary expenditures in 1964-65 to cover the 
1964 operating deficit of the Canadian National Railways is $4 million less than 
the charge of $43 million in 1963-64 to cover the railway’s 1963 operating 


deficit. 
Board of Transport Commissioners 


Expenditures in respect of the board amount to $84 million in 1964-65 
compared with $82 million in 1963-64. 


Included are $70 million in payments to the railways for the maintenance 
of the rates of freight traffic compared with $68 million in 1963-64, $7 million in 
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each year in payments to the railways for maintenance of trackage and $5 million 
in each year in contributions to the railway grade crossing fund. 


Marine services 


Expenditures for marine services of $64 million are approximately the 
same as in 1963-64. These include $37 million in respect of the Canadian coast 
guard, $2 million higher than in 1963-64 and $11 million in respect of aids to 
navigation which in 1963-64 cost $13 million. 


Canadian Maritime Commission 

Expenditures of the commission in the amount of $41 million are $9 million 
less than in 1963-64 due mainly to a reduction from $40 million in 1963-64 to 
$32 million in 1964-65 in capital subsidies for the construction of commercial 
and fishing vessels. 


TABLE 40 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
TRANSPORT or 
an eas 1964 es ba 
Air services— 
Giviltaviation branch: a: 4 sen baientadt + s20u ses nt ee tie 66.2 62.5 3.7 
Telecommunications and electronics branch............. 41.0 A) 35 8.7 
Mebeorolocical: Drancliees. pik aisles sissies si eee tees 22.5 20.6 J9 
ING ines hEL NERO N g Sino oo n.db boom od Rb Oamn OO Go mouomotad=.s <0 6.3 5. 0.6 
186.0 121.1 14.9 
Railway and steamship services— 
Railway to Great Slave Lake............+-sseeeeeeeees 25.0 2157 3.3 
Maritime Freight Rates Act— 

Difference between tariffs and normal tolls......... 15.1 13.4 17 
Wien) SisleOr ane joe duce So dooen oo yup eaeeacmsaopce p 0.8 6.7 —5.9 
Construction or acquisition............ ee eee e eee eens 10.3 1.4 8.9 
Deficits— 

Canadian National Railways........-.+.+++s+eseees 38.7 43.0 —4,3 

Newfoundland ferry and terminals.............-++. 11.0 8.6 2.4 

Prince Edward Island car ferry and terminals. ee 4.1 3.3 0.8 

Yarmouth, N.S.—Bar Harbour, Maine, U.S.A. 

Paay ap Cannon moneer obbadon wT a poUoCUoBGaGer 0.3 0.2 (Oral 
OE Cr ne are estes els pis ote slay eteuatatetanetale. 0.7 0.4 0.3 
ig 106.0 98.7 ee. 
Board of Transport Commissioners for Canada— 
Payments to the railways for the maintenance of the git 
rates of freight traffic. ..........::eeees crete eee eees 70.4 se ; 
Maintenance of trackage.........---++++> eno: wid 7.0 1 
Contributions to the dear: grade crossing fund........ au Be ai 
Administration and general..........-:.seee seers e reese ae ree Hr 
Marine services— a BBA Ue 
Canadian coast guard epee eT e walle a .oidisia nl enaiaters oe oe ety 
Aids to navigation. .. ccec.. ssc ee eee c nee ee gece sescens i) a ot 
Marine repulations. ....0+-0-ses eens n eens ee ete : gf Shs 
Ship channel services—St. Lawrence and Saguenay rivers ou e a 
Bdeka iiaécst end Eoccealdiilihy MS oie cut late honeys 12 0.2 
‘i sleali ao 64.0 64.1 —0.1 
Canadian Maritime Commission. ........+++e+ssereerereees es an "2 
National Harbours Board... .....0.++sss+secrrest terete : : 
Canals and works entrusted to The St. Lawrence Seaway be rie ie 
NCTA OMG shh bes Aksu Recettnlcee. - ¢ he,sichekatear.s Rol tndeng <6) 2R EOE He pel re 
Administration and general........-.-+eeserercsrnsreneeces : ; 
475.0 423.3 61.7 
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National Harbours Board 

Non-active advances to the board in 1964-65 total $8 million compared 
with $300 thousand in 1963-64. The increase is due mainly to advances of $7 
million to cover expenditures in connection with the 1967 World Exhibition. 


Canals and works entrusted to The St. Lawrence Seaway Authority 

The increase in this account is due to a payment of $27 million to The St. 
Lawrence Seaway Authority to reimburse the authority in respect of the accumu- 
lated Welland canal deficit incurred by the authority for the calendar years 1959 
to 1964. As provided for by The St. Lawrence Seaway Authority Act the Welland 
canal was transferred from the Department of Transport to The St. Lawrence 
Seaway Authority for operation and management effective April 1, 1959. 


Veterans Affairs 


Expenditures of the Department of Veterans Affairs at $353 million are 
$19 million higher than 1963-64 expenditures. 


TABLE 41 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
VETERANS AFFAIRS or 
1965 1964 decrease (—) 
(estimated ) 
Welfare services, allowances and other benefits— 
War veterans allowances............-. cece cece eeeeees 97.0 86.7 10.3 
Other benefits including treatment allowances.......... 5.5 5.2 0.3 
War service gratuities and re-establishment credits..... 0.5 0.5 
Administrationandseenerallaewass cs on ee select ia rene 4.0 4.0 
107.0 96.4 10.6 
Pensions— 
DisabilityZzorideathiwiwca.acoeece vet rie eee 179.3 WIP 6.1 
Administration‘and general sf. 0.0 1c tics se niclolcleleloteteia « 2.7 2.6 0.1 
182.0 175.8 6.2 
Treatment services. ..a0 tote ete eee comarca, 48.7 46.4 2.3 
Soldier settlement and veterans land act— 
Provision for reserve for conditional benefits............ Sal Bee —0.1 
Administration-and general sien oe tee eee een ne 4.5 4.5 
7.6 eds —0.1 
Administrationandsgeneralapeeeeeenetse meee Ubest 7.4 0.3 
353.0 333.7 19.3 


War veterans allowances of $97 million are $10 million higher than in 1963-64, 
pensions of $179 million for disability or death are $6 million higher and costs 
of $49 million for treatment services are $2 million higher. 


All Other Departments 


Expenditures of the departments not dealt with individually amount to 
$102 million, an increase of $38 million over the total for 1963-64. 
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TABLE 42 
(in millions of dollars) 
aNa3Ne60y0e07*0h—0—@=@EO0**0OhOeoS=~oS 


Fiscal year ended 


Aut OTHER DEPARTMENTS Daler ark cha) Ras a 
enieantaas 1964 aapnaee (or. 

matianticeevelopments BOAT a... asc as/teeces cateslenae cman Oe 4.4 0.2 4.2 
Atiditor:Genernls, Of ce i tenth antes aad teacher assent reins 1.6 1.3 0.3 
Board. Of BroadcasteGOv.ermors sectarenieh «cet o«/sleese se sere ors 0.4 0.3 0.1 
Canadian Corporation for the 1967 World Exhibition........ 23.0 alent 21.9 
Office of the Chief Electoral Officer........................ 0.6 11.9 —11.3 
Civil Service iC OMISSION sn 5.1.14 accion seer aoe 6.4 5.2 1.2 
WM clencepPro diction rape eyes: oenssovess:5i ete sta sieeeuileay sie oot 2.4 1.9 0.5 
Hconomic © ouncilOte Canadas. cma awe... vs sieliewe hike mbt eee sets 0.9 0.2 0.7 
Emergency Measures Organization.............0..0cceceeees 8.0 6.9 1.1 
Governor General and Lieutenant-Governors............... 0.7 0.5 0.2 
ETAL UNS Eyl) ee cease oho ess alk sual ch sds Gesu sl fe avs aNeioloyov'elozels)arereiae? 474 0.7 2.5 
Pi SUA CO tate iiss oie eerie feae oiasise ae ayrerclonc ser ovale seme rcie ea alte Sate 1.5 1.4 0.1 
INapional Capitals @omMmissione.. «se isc ce cfr ces wise a\ciais eee oe 9.9 12.2 —2.3 
Nationale iB oardiers werent sccisiiciistectleccieterene ces “ia werras 6.4 5.8 0.6 
National Gallervaol@anaG ay o.7, «ae tenieisle + ete ietescistetotaloletorots fotos 1:3 isa 0.2 
IDgaAy Coiliiell ats gaa ere eo eds > 0.6 DORADO ooic Cone DOTS o 4.5 2.9 1.6 
Public Archives and National Library.....................- 1 Be 1.1 0.4 
Public: Printing anduStationery vec ec<«. «sacle ciciee neve cease oct 2.8 Zee 0.6 
Office of the Representation Commissioner................. 0.2 (2) 0.2 
SacrecamvaOmovate iempemiistc tacit cscs siveleneicomreen (are + ive tre ele oe 22.3 7.6 14.7 
102.0 64.5 37.5 


(See also under defence expenditures at the beginning of this section. 
()Less than $50,000. 


Expenditures of the National Capital Commission which in previous years 
were included in the expenditures of the Department of Public Works and the 
Canadian Corporation for the 1967 World Exhibition which in the previous 
year were included in the Department of Trade and Commerce are now included 
as separate headings under ‘‘All Other Departments’’. 


The increase of $22 million in expenditures of the Canadian Corporation 
for the 1967 World Exhibition is due to an expenditure of $6 million for the federal 
share of the cost of construction of an ice control structure and an increase of 
$16 million in advances to the corporation. The increase of $15 million in the 
expenditures of the Department of the Secretary of State is due mainly to a 
grant of $10 million to be made, upon parliamentary approval, to the Canada 
Council for the purposes of the arts, humanities and social sciences. The 
decrease of $11 million in expenditures of the Office of the Chief Electoral 


Officer is due to a reduction in costs for elections. 
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ASSET AND LIABILITY ACCOUNTS 


The assets and liabilities of the Government of Canada at March 31, 1965, 
the comparable balances at March 31, 1964 and the changes in each category 
during 1964-65, are shown in condensed form in the following table. 


TABLE 43 


SumMMaRY oF ASSETS AND LIABILITIES OF CANADA 
(in millions of dollars) 


Balance at March 31 


Increase 
or 
(eatiminted) 1964 decrease (—) 
LIABILITIES 
Current and demand liabilities... cece. gee ese secieee eee: 152085 1, 620.0 —98.5 
Denosit anduirust accounts. had er laieeicen tee use plete here 237.2 196.5 40.7 
Annuity, insurance and pension accounts.................6-+- 5,684.0 5,131.0 553.0 
Undisbursed balances of appropriations to special accounts... TOS ei 111.6 —5.9 
Deferred credits chs jac antaheaserdase ee ate ete eee stem eee 110.8 119.4 —8.6 
Suspense Accounts sess ssc dose ce clatis aces carne NEAR Me minretia 6.0 5.1 0.9 
Unmaturedide pt saccacc. ccc stes «coenvees omic. loheias Grrl 18, 982.7 18, 740.1 242.6 
Motal liabilities aaciepa ccs cia sees Crests wrsceoren sees 26, 647.9 25, 923.7 724.2 
ASSETS 
Gtrrentiasse tar. cea ns ats o Mere ee crate Rites tena cine ets 1,294.6 1, 287.1 7.5 
Advances to the exchange fund account.................005- 2,621.0 2,601.0 20.0 
Sinking fund and other investments held for retirement of 
BTA TULO COD be. = sac. stele eee aren teria em aiootyecrencme 6.0 6.0 
Loans to, and investments in, Crown corporations........... 5,007.5 4,584.2 423.3 
Loans'to national governments saci... den. perericae rte erie 1,207.0 1,195.7 sn das 
Other loansiandsinvestmen ts) cm ciseniertet ceteris teerecieie)cicisve' = 1,160.1 1,197.8 —37.7 
Securities MeldsinGrustaniescgaes ee woces Mette eee enter 39.0 38.9 0.1 
Deferred charges— 
Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............. 60.0 60.0 
Public service superannuation account............... 39.8 276.7 — 236.9 
Royal Canadian Mounted Police superannuation 
ACCOUNG 246 cons oor Aavems chteteveie ois tolen aie eiarelo eyeretatelarersiccwite 2.9 2.9 
Unamortized loan flotation COStS...........000eceeeseees L121 123.7 —11.6 
214.8 400.4 —185.6 
SIS DENSE. ACCOUM GS nin on tree aie cheats cate tra sree iors ersten rerucie site 0.1 —0.1 
Cai alia ese ta trae ca vscscses ncustaeiccgme Rea ern ete eer Prarie tare err ena q) @) 
INActivelOaNns aNd INVeSstIMentse.ckencccwetade nesses dea 94.8 94.8 
Total'recordediassetstae-utidcstetet. tae eteee a. 11, 644.8 11,400.0 244.8 
Less reserve for losses on realization of assets................ —546.4 “ —546.4 
Net recorded assetsyss2ielis oe 4.. taite deuce oe alee 11,098.4 10, 853.6 244.8 
Net debt, represented by excess of liabilities over net re- 
COPGEG: ASB s aecteld sic sere ac AtEAD ors RAE ee oe eee 15, 549.5 15,070.1 @)479.4 


@ Shown at nominal value of $1. 


_ ® Reflecting the budgetary deficit of $83 million plus an adjustment of $396.4 million in respect of 
prior years’ transactions. 


SUMMARY 


The gross liabilities of the government are estimated at $26,648 million 
as at March 31, 1965 compared with $25,924 million at March 31, 1964. The 
main items effecting the increase of $724 million are increases of $553 million 
in annuity, insurance and pension accounts, $243 million in unmatured debt 
and a decrease of $99 million in current and demand liabilities. 
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Net recorded assets are estimated at $11,099 million as at March 31, 1965, 
an increase of $245 million over the total at March 31, 1964. The main changes 
are increases of $423 million in loans to, and investments in, Crown corporations 
and a decrease of $186 million in deferred charges. 


The net debt of Canada, or the excess of liabilities over net recorded assets, 
in the amount of $15,549 million is $479 million higher than the total of $15,070 
million at March 31, 1964. The increase reflects the budgetary deficit of $83 
million plus a charge to net debt of $277 million in respect of the unamortized 
portion of the actuarial deficiency in the public service superannuation account 
and $119 million in respect of an actuarial evaluation of that account as at 
December 31, 1962 as calculated by the Department of Insurance. 


TOTAL LIABILITIES 
Fiscal Years Ended March 31 
Billions of Dollars 


30 30 


(% OTHER LIABILITIES 


St hla é (% DEPOSIT AND TRUST ACCOUNTS 
é J CURRENT AND DEMAND LIABILITIES =I 
ANNUITY, INSURANCE 
AND PENSION ACCOUNTS 
UNMATURED TREASURY BILLS 
UNMATURED BONDS 
See xe 
t Xe 
0 sxx 5 sean 5 0 
LOO ADE OSX xx a 
* 
I96| 1962 1963 1964 1965 1965 
* Estimated 


LiaBILiry ACCOUNTS 


Current and demand liabilities 
These consist of obligations of the government payable currently or on 
demand. 


During 1964-65 a net decrease of $99 million in these obligations brought 
the total at March 31, 1965 to $1,522 million. 


i "| —€ f $219 million in non- 
The main changes during 1964-65 are a decrease 0 llion i 
interest-bearing notes payable on demand and increases of $20 million in out- 
standing treasury cheques and $73 million in accounts payable. 


interest-bearing notes are those portions of Canada’s equities in the 
Meer ok certain fieaeie Hota agencies which are not covered by oe ase 
Notes in respect of the international monetary fund in the amoun : af 
million are $221 million less than at March 31, 1964 and notes in Lars sat e 
international development association in the amount of $23 million are $2 million 


more. 
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TABLE 44 
(in millions of dollars) 


a 
oe eeeeooooeaeaeEQQQQQQQQQQSSS aaa 585858585 eS 


Balance at March 31 


Increase 
CURRENT AND DEMAND LIABILITIES aoe 5 or 
(estimated) 1964 ecrease (—) 

Ontstandingatreasunyachequesiym. cers + ctean- state) -lveiote jer eisial = 340.1 319.9 20.2 

ACCOUNTS PAV ADI Cne ee rie ieee arr ee rae Ore ere oles ier aletereren nen 415.2 342.7 (ees) 
Non-interest-bearing notes payable to— 

The international development association.............. 22.9 21.0 1.9 

Theanternational monevary {Und sea. sete ees dere acai 345 0 566.0 —221.0 

867.9 587.0 —219.1 

Matured debt_outstanding » «dc .e¢ sehen tiathinde tana. sae 21.3 26.8 —5.5 

nteresh Gue and oupstancing: sacar eie siete 104.0 91.9 12et 

MAtErest; AC CTUCH es crecaccne orc ers ae no aoe lace Sha LonaeNL ovat ots le rojetaversesiattolers 235.0 216.0 19.0 

Post office—outstanding money orders.............eeeeeeee 33.0 30.5 sts 

Outstanding letter of credit cheques..................00005: 4.0 4.1 —0.1 

Othercurrent) lwabilities js.sesascaeeio se dmeb tana crete actere: 10 yea -0.1 

WPA os 1,620.0 —98.5 


Deposit and trust accounts 
Sundry funds deposited with, or held in trust by, the Receiver General 
of Canada for various purposes are recorded in these accounts. 


TABLE 45 
(in millions of dollars) 


Balance at March 31 


Deposit AND Trust AccouUNTS —_—_—_———_______——_—————_|__ Increase 
1965 1964 or 
(estimated) decrease (—) 
Indaanmbrusti find stress 2 feos oii ore peste Peete cre rere cholo! ost oe 30.1 29.2 0.9 
Guarantee deposits— 
INfatrOnalle BVGV.en WO eee eet rersiey onan emer cence ooo eyeliner O20 4.9 0.1 
Northern Affairs and National Resources............... 20.0 22.4 —2.4 
25.0 27.8 —2.38 
Post-oties savings DANK. 6. sjsu. exten eee part nie. 4 «+. sic. stems 23.0 24.6 —1.6 
Crown corporations deposits— 
Atomic Energy of Canada Limited....................- 5.0 5.0 
Crown Assets Disposal Comordeionemeeeen ccs cs aan 0.5 0.4 0.1 
Eldorado Mining and Refining Limited................. 1352 13az —2.0 
Export Credits Insurance Corporation................... 10.0 10.0 
26.7 18.6 18.1 
Canadian Pension Commission—ad ministration trust fund... 14.0 iseo 0.5 
National Harbours Board—special accounts................ 12.4 13.3 —0.9 
Instalment purchase of bonds, public service................ 11.0 1200 —1.5 
Contractorsuvoldiba.ckawa..os. eos ««< ynseiny saree. hese oes isle 8.6 —-1.6 
Contractors securities—sundry departments— 
ee bee SeeFear Hee a= Sicas Hera CR ER GE AEG mre 4.0 6.0 —2.0 
Ba ML RAN Ps hie tle Seca FRA OE Br aie hey Stans cide tS is (0) 1.4 —0.4 
Cochiied GHE QUES tas acct. ad teaaeny ters cots aie sacha Mares 0.6 —0.6 
5.0 8.0 —8.0 
ATMO Vapeneviolent Lun Giaencrye srt siete meister titania cicicie 6.0 5.8 0.2 
Canadian Arsenals Limited pension fund..................... 1.0 1.4 —0.4 
Central Mortgage and Housing Corporation................. 1.0 —1.0 
Common school funds—Ontario and Quebec... wetiacieen.. 3.0 aa O53 
Emergency gold mining assistance—holdbacks.............. Fania: 2.2 0.1 
Immigration guarantee : fund FG Se. COT MELO OO OGD arn cae 1.4 iad! 0.3 
National Research Council —speciabinnds:) tkecdenek se naees 223 7458) 
Northwest Territories revenue account..............eeeceees 2.4 2.4 
Permanent services deferred pay..:...........sccccesecceses 4.0 Sieifl 0.3 
Provincial tax collection agreements account™.............. 42.0 42.0 
Royal Canadian Mint—prepayments..................-ses-- 1.0 2.5 -1.5 
Veterans land act trust account—general.................... 5.0 4.3 0.7 
UnitediStatesiot America cy aon a rts Gottess at eqstin aren een 1.6 5.1 —3.5 
WiGLerans:. Care Crust [UDG cach co sfcacisaes «aches meee meee Ree 3.0 Hes 0.3 
CGR Ree enna cas POR oes OTe ete ae tare Oe er ee 8.0 8.7 —0.7 
ove 196.5 40.7 


Included in the asset category ‘‘other loans and investments’’ at March 31, 1964. 


163 


There was a net increase of $41 million during 1964-65 bringing the total 
to $237 million at March 31, 1965. 


The main changes are a credit balance of $42 million in the provincial tax 
collection agreements account (at March 31, 1964 this account reflected a debit 
balance of $10 million which was included in the asset category ‘‘other loans and 
investments’) and an increase of $13 million in Crown corporations deposits, 
partly offset by a decrease of $4 million in the United States of America account 
and $3 million in contractors securities. 


Annuity, insurance and pension accounts 


Recorded herein are moneys held in the consolidated revenue fund to the 
credit of various annuity, insurance and pension accounts. 


During 1964-65 an increase of $553 million brought the total balance to 
$5,684 million at March 31, 1965. The main changes are increases of $304 million 
in the public service superannuation account and $218 million in the Canadian 
forces superannuation account. 


TABLE 46 
(in millions of dollars) 


Balance at March 31 

ANNUuITY, INSURANCE AND PENSION ACCOUNTS Increase 
1965 1964 or 
(estimated) decrease(— ) 

Unemployment insurance fund......... Sutouaste te Soace alas te 56.3 16.8 39.5 
Less investment in bonds and accrued interest.............+. —43.0 —43.0 
Uninvested funds on deposit with the government....... 13.3 16.8 —3.5 
Public service superannuation account.........-..++sese eee Pe Nol ord 1,856.4 304.3 
Canadian forces superannuation account..........-.....+2eee- 2,039.5 1,821.5 218.0 
Government) aAunUuicles.e. ..t0. ens debe’ <oluee Od icnhte SPOT eRe 1,302.2 1,284.2 18.0 
Royal Canadian Mounted Police superannuation account..... 55.8 46.0 9.8 
(QiRILYE Boas sa OMS 6 SS a a SIs nieeatisn Sneha akin omens 112.5 106.1 6.4 
5, 684.0 5 lole0 553.0 


ee SSS eee 


Unemployment insurance fund 


The balance in the fund at March 31, 1965 was $56 million (of which $17 
million represents a liability for unredeemed warrants and deposits from 


employers) and consi 
(plus accrued interest 


The balance in this fund at March 31, 1964 was $17 mill ay 2 
However, there was a liability of $16 million 


deposits with the government. 


for unredeemed warrants and deposits from employers. 


sts of $43 million invested in special government bonds 
) and $13 million on deposit with the Receiver General. 
llion consisting of cash 


Receipts of $373 million during the fiscal year include employee and em- 


ployer contributions of $309 million, 


million and $2 million in interes 


$334 million, receipts exceeded payments from the f 


1964-65. Receipts during 
and employer contributions of 
$59 million and $1 million in inco 
1963-64 totalled $366 million resu 


the government’s contribution of $62 
+ from investments. As benefit payments totalled 
und by $39 million during 
1963-64 totalled $357 million and included employee 
$297 million, the government’s contribution of 
me from investments. Benefit payments during 
lting in a deficit for the year of $9 million. 
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TABLE 47 
(in millions of dollars) 


i 
—TCOFT#ATAT+H>¥&FBGe—-——-WwVwVT_ ———————[—lRlhRRFRETFRETFT—T—ETEeeS5_0O_G_O_G5<_awWVuaXW—n—n—"“*=*=~=N————~—~—~=~—NSSS 00808 j\LS wus 


Fiscal year ended March 31 


UNEMPLOYMENT INSURANCE FUND 1965 
1961 1962 1963 1964 (esti- 
mated) 
Revenue— 
Contributions— 
Employee and employer™................ 2be2 277.8 286.4 296.6 308.7 
Government ie wre satan ciaccnh ernie ec Son DDLO BS: 59.3 61.6 
Net income from investments................. Pret 622 eo al 255 
WMETANCOMCs ae acer ee ee Ia sal 0.1 0.1 0.1 0.1 
Boom 339.6 346.3 SOL 372.9 
Expenditure— 
yDesont paymentis:aeh h Apapweeseje pyeeterekie —513.9 —454.7 —403.2 | —365.7 —333.8 
INGerestyOmmlOMNSs er ctrecacre tute vases le c overs rocse acres —0.4 —3.0 —0.2 —0 
Excess of revenue over expenditure or expenditure 
OVCETEVeNUCs(—) sacenousemanieccinom ais acre evar —181.2 | —118.1 —56.9 —8.8 38.9 
Balance at credit of fund at fiscal year-end......... 184.7 66.6 9.7 0.9 39.8 
Government Gans serene ae ee men ites Se Stay 67.0 
Unredeemed benefit warrants and deposits from 
EGIMpPlOVErss «52 pee harks & moses Mis sare ere mere 12.9 11.6 16.7 15.9 16.5 
264.6 78.2 26.4 16.8 56.3 
Investment in bonds and accrued interest.......... — 247.0 —63.6 —11.8 —43.0 
Balance on deposit with the government........... 17.6 14.6 14.6 16.8 13.3 


© Contributions by employees and employers are on an equal basis. 
) Government contribution is equal to 20 per cent of the combined employee-employer contributions. 


Government annuities account 


There was an increase of $18 million in this account during the year bringing 
the balance to $1,302 million at March 31, 1965. Receipts of $78 million include 
$27 million from premiums and $51 million in interest from the government. 
Disbursements of $60 million consist mainly of vested annuity and commuted 
value payments and refunds of premiums. In 1963-64 reccipts amounted to 
$78 million and disbursements were $58 million. 


Public service superannuation account 


The balance of $2,161 million in this account at March 31, 1965 is $304 
million higher than the balance at the previous fiscal year-end. 


Receipts of $367 millon consist of a credit of $119 million to this account in 
1964-65 to bring the balance in the account into line with an actuarial evaluation 
as at December 31, 1962 as calculated by the Department of Insurance, a credit 
of $50 million in respect of salary revisions made in 1963-64 and 1964-65, con- 
tributions of $61 million by individuals, $56 million by the government, $3 
million by certain Crown corporations and interest of $78 million credited to 
the account by the government. Contributions by the government and Crown 
corporations are equal to the estimated current and prior service payments of 
individuals in 1963-64. Interest at 4 per cent per annum is credited to the 
account quarterly and is computed quarterly on the outstanding balance at the 
end of the previous quarter. 


The credit of $50 million to the fund to provide for additional liabilities 
due to an actuarial evaluation arising out of pay increases was charged to 
“deferred charges—unamortized portions of actuarial deficiencies’. Actuarial 
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deficiencies arising out of pay increases authorized in 1963-64 are to be amortized 
over a five year period commencing in 1964-65 and those arising out of pay 
Increases authorized in 1964-65 and subsequent years are to be amortized over 
a five year period commencing in the year in which the increase is authorized. 


Disbursements totalled $62 million and included $51 million in annuities 
and $11 million in withdrawals of contributions. 


ven 1963-64 receipts totalled $189 million and disbursements totalled $57 
million. 


Canadian forces superannuation account 


The balance of $2,040 million at March 31, 1965 reflects an increase of 
$218 million during the fiscal year. 


Receipts of $247 million include $39 million in contributions by personnel, 
$59 million in regular contributions by the government, $74 million in interest 
credited by the government and a credit of $75 million in respect of additional 
liabilities due to an actuarial evaluation resulting from increased rates of pay. 
Regular government contributions are made at the rate of one and two-thirds 
times the current and prior service contributions by personnel. Interest at 
4 per cent per annum is credited to the account quarterly and is computed 
quarterly on the outstanding balance at the end of the previous quarter. 


The credit of $75 million to the fund to provide for additional liabilities 
arising out of pay increases was charged to “deferred charges—unamortized 
portions of actuarial deficiencies’. Actuarial deficiencies arising out of pay 
increases authorized in 1964-65 and subsequent years are to be amortized over 
a five year period commencing in the year in which the increase is authorized. 


Disbursements of $29 million include $18 million in pensions and retiring 
allowances and $11 million in cash termination allowances and return of contri- 
butions. 


In 1963-64 receipts were $239 million and disbursements were $23 million. 


Royal Canadian Mounted Police superannuation account 
The balance of $56 million in this account at March 31, 1965 is $10 million 
over the total of $46 million at the end of the previous fiscal year. 


Receipts of $11 million consist of $2 million in contributions by personnel, 
$3 million in contributions by the government, $2 million in interest credited 
to the account by the government and a credit of $33 million in respect of addi- 
tional liabilities resulting from increased rates of pay. 

The credit of $33 million to the fund to provide for additional liabilities 
due to an actuarial evaluation arising out of pay increases was charged to 
“deferred charges—unamortized portions of actuarial deficiencies”. Actuarial 
deficiencies arising out of pay increases authorized in 1964-65 and subsequent 
years are to be amortized over a five year period commencing in the year in which 
the increase is authorized. 

Disbursements are due mainly to annuities and allowances of $400 thousand 
and cash termination allowances and return of contributions of $200 thousand. 


In 1963-64 receipts were $9 million and disbursements were $600 thousand. 


Old age security fund 4 oe ‘ 
the Old Age Security Act, as amended, pensions 0 5 per mon 
are epee! a idee test, from the old age security fund to all eligible 
d 


persons seventy years of age or over. 
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During 1964-65 receipts of $953 million exceeded pension payments of 
$889 million by $64 million. Receipts consist of $432 million from the 4 per cent 
tax on personal income (maximum $120), $378 million from the 3 per cent sales 
tax and $143 million from the 3 per cent tax on corporation profits. 


During the year temporary loans from the Minister of Finance were reduced 
by $64 million to $36 million at March 31, 1965. 


In 1963-64 pension payments of $808 million exceeded receipts of $750 
million requiring temporary loans of $58 million from the Minister of Finance. 
Loans to the fund at March 31, 1964 totalled $100 million. 


TABLE 48 
(in millions of dollars) 


Fiscal year ended March 31 


Oup Ace Srecuriry Funp 1965 
1961 1962 1963 1964 (esti- 


Tax receipts— 


Salesntiaixccnc tact cacti incite mises as ent are eee erat 270.2 284.9 302.2 331.8 378.0 

Personal iMCOmestax yore wacarter ee 229.4 259.0 PA aT 302.6 432.0 

Corporation INCOMme taxes eeeeadere rreitei tere 103.5 100.1 115.2 115.7 143.0 

TNotalitax receiptsiasacse esas cee 603.1 644.0 691.1 750.1 953.0 

Pensions payments sc. as coe ae ae eee ene —592.4 —625.1 —734.4 —808.4 —889.0 
Excess of receipts over payments.................- 10.7 18.9 —43.3 —58.3 64.0 
Temporary loans brought forward................. — 28.0 —17.3 —41.7 —100.0 
Balance in fund brought forward................... 1.6 ‘ 
Temporary loans from the Minister of Finance to 

COVeL Geni Citpin tindnnts: sae meer ee ae eine Wes: 41.7 100.0 36.0 
Balancesiniindeet erase ete re eee eee 1.6 


A distribution by provinces of pension payments from the old age security 
fund for the last two years is shown in the following table: 


TABLE 49 
(in millions of dollars) 


Fiscal year ended 


March 31 
Oup Acer Security PAYMENTS Thdrease 
6 
(estimated ) ives 

Newioundlanding.,.ctteen wae: ete ees on ene es ee ee 16.8 15.4 1.4 
NOW a SCObia lent eS odes SUR tay Ae a A ee 40.4 Sie 3.3 
Princertidwardulislands senyeege ee NETS: ela taste oes Bee ee Tal 6.5 0.6 
New: Brunswick soe: treatin idiscdttade ioc. Mace pee hn eee 29.7 VA tae) 2.5 
Que pec. G5 Sen el Sr eL: CABO gee Ab ESPs See ee Pree 190.9 172.0 18.9 
Ontario puta ide iso ieetayein hy re te Wate ial I cae ae 323.5 292.5 31.0 
MOTO a et ere ec eter Te ene ee eens te ae 53.4 48.9 4.5 
Pas katehe wars aces tts ere ae te eee ee Une nae 55.1 50.8 4.3 
Alpers: 5s crak ant cara, aaneee ea. fac. ot dacs Giuatehre oats 60.1 54.8 5.3 
BritishiColnm biawe og hy cake kee eee ee ee 111.4 102.6 8.8 
Northwest and Yukon Territories............+0-secessseees 0.6 0.6 

889.0 808.4 80.6 
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Undisbursed balances of appropriations to special accounts 


These special accounts record the undisbursed balances of appropriations 
for which moneys have been appropriated by Parliament and from which dis- 
bursements may be made for authorized purposes in periods subsequent to that 
in which the appropriation was made. A net decrease of $6 million in these 
aecounts during the fiscal year brought the balance at March 31, 1965 to $106 
million. 


During the fiscal year a grant of $49 million was credited to the Colombo 
plan fund and charged to budgetary expenditure. Disbursements of $44 million 
result in a balance of $89 million in the fund at March 31, 1965. In 1963-64 there 
was a grant of $42 million and disbursements were $43 million. 


TABLE 50 
(in millions of dollars) 


Balance at 
March 31 Increase 
UNDISBURSED BALANCES oF APPROPRIATIONS HS or 
TO SPECIAL ACCOUNTS 1965 1964 decrease (—) 
(estimated ) 
(Chel een exo joa nie liek 3 5 ee Mis SD ase eee sae aon 89.0 84.5 4.5 
Railway erade.crossing fund!) msciises ose cle esse ct eornies + 9.6 17.6 —8.0 
Wiational capital fund sea wat etek eiadst.caied + tes. ndas mites aee Q) 6.4 —6.4 
@entennial otconfederation fund). a. snemaacs «cise dee Selaee fe 7.0 3.0 4.0 
OCNSL See ee OL es Me Lae ee aa See a See et A 0.1 0.1 
105.7 111.6 —5.9 


@ Less than $50,000. 


The balance of $10 million in the railway grade crossing fund at March 
31, 1965 is $8 million less than at the previous fiscal year-end. The decrease is 
the result of disbursements of $13 million exceeding the amount of $5 million 
credited to the fund and charged to budgetary expenditure. 


The balance in the national capital fund is less than $50 thousand compared 
with $6 million at the previous fiscal year-end. Disbursements of $11 million 
from the fund exceed credits of $5 million by the government. 


The balance in the centennial of confederation fund was $7 million at 
March 31, 1965, an increase of $4 million over the balance at the previous fiscal 
year-end. During 1964-65 an amount of $4 million was credited to the fund 
and charged to budgetary expenditure. No disbursements were made from the 


fund during 1964-65. 


Deferred credits 

Recorded in these accounts are amounts due the government in respect of 
which payment is deferred. These are contra accounts to corresponding items 
under the asset categories: “loans to, and investments in, Crown corporations 3 
“loans to national governments’, and “other loans and investments’. A net 
decrease of $9 million in these accounts during the fiscal year brought the balance 


at March 31, 1965 to $111 million. 


Deferred interest in respect of The St. Lawrence Seaway Authority, which 
is a contra account to a corresponding item in “loans to, and investments in, 
Crown corporations”, decreased by $25 million during the year bringing the 
balance at March 31, 1965 to $39 million. See the asset account for explanation 


of decrease. 
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TABLE 51 
(in millions of dollars) 


Balance at March 31 


Increase 
D2FERRED CREDITS 1965 or 
(estimated) 1964 decrease (—) 

Deferred interest— ‘ 
The St. Lawrence Seaway Authority................... 39.0 63.8 —24.8 
United Kingdom Financial Agreement Act, 1946........ 63.8 44.2 19.6 
Northern Canada Power Commission................-.. 2.0 1.6 0.4 
104.8 109.6 —4.8 
Balances receivable under agreements of sale of Crown assets. 3.0 4.7 — LZ. 
Crown Assets Disposal Corporation—government equity.... 3.0 5.1 —2.1 
110.8 119.4 —8.6 


Deferred interest in respect of the loan under the United Kingdom Financial 
Agreement Act, 1946, which is a contra account to a corresponding item in “‘loans 
to national governments”’, increased by $20 million during the year bringing the 
balance at March 31, 1965 to $64 million. See the asset account for explanation 
of increase. 

Balances receivable under agreements of sale of Crown assets are contra 
accounts to corresponding items under the asset category ‘‘other loans and 
investments”. During the year payments of $2 million leave an outstanding 
balance of $38 million at March 31, 1965. There were no new agreements of sale 
during the year. 

The government equity in the agency account of Crown assets disposal 
corporation is a contra account to a corresponding asset account under ‘“‘other 
loans and investments’. The balance in the account at March 31, 1965 was 
$3 million, a decrease of $2 million from the total at the previous fiscal year-end. 


Suspense accounts 


These consist of balances where some uncertainty as to disposition exists. 

A net increase of $1 million during 1964-65 brought the outstanding balances 
to $6 million at March 31, 1965. 

The replacement of materiel account, which was established by section 11 
of the National Defence Act, is credited with amounts realized from the sale of 
materiel that has not been declared surplus to requirements but has been author- 
ized by the Governor in Council to be sold to other countries. The account is 
debited with disbursements representing amounts paid for procurement of 
replacement materiel. During 1964-65 credits to and disbursements from the 
account were approximately $500 thousand each resulting in the balance of $1 
million remaining approximately the same as at March 31, 1964. 


TABLE 52 
(in millions of dollars) 


Balance at March 31 


Suspense Accounts ee Increase 
96 or 
(estimated) 1964 decrease (—) 
Replacement of materiel, sec. 11, National Defence Act..... i leg) 1.0 
Unclaimed'chéqiues i... 09.8 fans. eee ree oS 1.0 fle —0.3 


Other cio.) cee eer Cheer AE yaa: ae taste 5, meats 4.0 2.8 1,2 
6.0 5.1 0.9 
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Unmatured debt 


Unmatured debt at March 31, 1965 totalled $18,983 million, $243 million 
more than at the end of the previous fiscal year. Obligations payable in Canada 
were $18,607 million and those payable in New York were $376 million. At March 
31, 1964 unmatured debt consisted of $18,364 million payable in Canada and 
$376 million payable in New York. 


TABLE 53 
(in millions of dollars) 


SS ——weNs=«$«SI oases 
Balance at March 31 


UNMaTURED Dest Increase 
or 
(estimated) 1964 decrease (—) 
Payable in Canada— 
Nankcova ble bondset sett. Seen. cee 10, 866.3 11,041.4 —175.1 
Non-marketable bonds— 
Wansde savines HONS). 2 Me. csc. 44, ws: Hae aance 5,557.0 5,092.3 464.7 
Unemployment Insurance Commission.............. 43.0 43.0 
’ 16, 466.3 16, 133.7 332.6 
TERESA Gal IE RCe 5 [eRe See ee See nn eee See ee eae 2,140.0 2,230.0 —90.0 
. 18, 606.3 18, 363.7 242.6 
Payables ewe OL Ks 24 v8 vies.al staitiois cis peice c= cee ee (2)376.4 (2376.4 
18, 982.7 18, 740.1 242.6 


4) Marketable bonds. 
(2) Converted at the official parity rate of $1 U.S.=$1.08108 Canadian. 


Details of the various loan issues, maturities, redemptions and cancellations 
resulting in the net increase are described more fully in the section ‘‘The Public 
Debt”’. 


TOTAL ASSETS ' 
Fiscal Years Ended March 31 
Billions of Dollars 


15 
SSS 2% OTHER ASSETS 
HH iin GF Z CASH AND OTHER CURRENT ASSETS 4 
. HeX Se OTHER LOANS AND INVESTMENTS 
L lla Ar S 
ZEN SSS TT TT BERR ow 
2 seein ROE LOANS TO CANADIAN NATIONAL RAILWAYS 
Ce ERA 
N eee S 
KS WN . VQ NS TO CENTRAL MORTGAGE 
RR UW.W’WWwW6wW 
5 WG SS SS WEG > 
; ADVANCES TO EXCHANGE FUND ACCOUNT 
YW WY 
bs % 4 
SOR ee6 L*° GOVERNMENTS 
SN estes siete bs eters pity aR oeerer ORGANIZATIONS 
1% So ? > YOO “< ee. Peretran <Y eters 
0 eC Seuscomenies 0 


1961 1962 1963 1964 


* Estimated 
1. As shown on table 


1965* 


“Summary of assets and liabilities”. This chart does not reflect the reserve for losses on realization of assets. 
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Asset ACCOUNTS 


Current assets 


These accounts consist of working capital advances and revolving funds, 
the security investment account and various cash accounts. 


Total current assets at $1,295 million reflect an increase of $8 million during 
1964-65. The main changes are a new account of $219 million in investments in 
special United States of America securities—Columbia River Treaty and 
decreases of $151 million in cash in current and special deposits, $38 million 
in the agricultural commodities stabilization account and $40 million in the 
securities investment account. 


TABLE 54 
(in millions of dollars) 


Balance at March 31 


Increase 
CuRRENT ASSETS 1965 or 
(estimated) 1964 decrease (—) 
Cash in current and special deposits®..............0e eee eee 678.0 829.0 —151.0 
Cash in hands of collectors and in transit.................... 169.0 155.6 aes ser! 
Departmental working capital advances and revolving 
funds— 
Agricultural commodities stabilization account.......... 26.0 64.0 —38.0 
Defence production revolving fund..............2.0.e00- 29.2 27.8 1.4 
Royal-Canadian Mint...5 cs ecoettrerre oor woo Oe 20.0 29.4 —9.4 
Miscellaneous departmental imprest and advance ac- 
COUN TB itera sie aiais hie aioe Gastar Moe anhe oe Ae ery ciel eee eee 17.0 17.0 
Stockpiling of uranium concentrates.................2.6- 24.3 Tseo 10.8 
OGM Cre Acne tcc hele hs Oto ee oe Oe Re 17.0 iol —-0.1 
183.6 168.8 —85.3 
Securibiesinvestmoeny accountaern: |. auetine cancels renee 59.9 99.9 —40.0 
Investments in special United States of America securities— 
Columbian River! lireatys.c..nce<e ace mane meee tee ee 219.4 219.4 
Moneys received after March 31 but applicable to the current 
sot i eats ARPT ee ce eee G SRE rates ct OMY RETA or oS ond 17.0 17.0 
Post Office—cash on hand and in transit...)....../..).60..4 dif 16.5 10) 
Bank of Canada settlement account re outstanding treasury 
CHEOMES aioe oo dente, Leae eee sme: Os heat eae Tee 0.3 0.3 
1,294.6 1287 ek 7.5 


__@ Receiver General year-end balances in London, New York, Paris and Bonn are at the Canadian 
dollar equivalent of exchange rates at March 31, 1964 and March 31, 1965. 


The agricultural commodities stabilization account records the operations 
of the Agricultural Stabilization Board. The board’s operations resulted in a net 
decrease of $38 million during 1964-65 bringing the balance at March 31, 1965 
to.$26 million. 


The balances of $20 million in the Royal Canadian Mint bullion and coinage 
accounts at March 31, 1965 are $9 million less than at the previous fiscal year-end. 


The stockpiling of uranium concentrates account records the acquisition 
of uranium concentrates in accordance with contracts entered into with the 
approval of the Governor in Council by the Eldorado Mining and Refining 
Limited on behalf of Her Majesty in the right of Canada with certain mining 
companies. During 1964-65 this account increased by $11 million to a balance 
of $24 million at March 31, 1965. 


“Investments in special United States of America securities—Columbia 
River Treaty” is a new account which records special securities issued by the 
Government of the United States of America in connection with the terms of 


BTL 


the Treaty between the Governments of the United States and Canada and the 
agreement between the Governments of Canada and the Province of British 
Columbia. The balance in the account at March 31, 1965 was $219 million. 


The securities investment account decreased $40 million during 1964-65 
to a balance of $60 million at March 31, 1965. 


Advances to the exchange fund account 


Advances during the year to the exchange fund account to finance the 
purchase of gold and foreign exchange amounted to $699 million and repayments 
to $679 million, an increase of $20 million resulting in a balance of $2,621 million 
at March 31, 1965. 


_ During 1963-64 advances were $840 million, repayments were $975 million 
bringing outstanding advances at March 31, 1964 to $2,601 million. 


Sinking fund and other investments held for retirement of unmatured 
debt 

Holdings in this account totalled $6 million at March 31, 1965 compared 
with a nil balance at the end of the previous fiscal year. These consist of $4 
million of the 2% per cent loan due September 1, 1974 and $2 million of the 
2% per cent loan due September 15, 1975, both issued in New York. 


Loans to, and investments in, Crown corporations 


Loans and investments in this category amounted to $5,008 million, an 
increase of $423 million over the total at March 31, 1964. 


TABLE 55 
(in millions of dollars) 


Balance at March 31 Tneveeee 
LOANS TO, AND INVESTMENTS IN, CROWN CORPORATIONS A or 
ee oe 1964 decrease (—) 
Atomiciineroy- ot Ganada Uimitede...¢-..d-.c0+. sorcdaes 66.6 53.6 13.0 
jeyrialle, Oh Cyne 6 ke: eae NS TRIS EPO DOI OM Tomo L 5.9 5.9 
Canadian Arsenals Limited...... Pa PER, ORE Seg oe a 10 tats 
Canadian Broadcasting Corporation............-.++++.++0+5- a0) 3.0 
Canadian Commercial Corporation..,......8. «sess. sess D0 5.5 
Ganacdiann National Rall WAYS)... seea. se copies seem «seek 1,430.6 Dee et 
PNG OAR re nN ies Sah oes cen etn sais Srerpe ols o'er ei nnnel ienaverst 3. 6 : : 
1,434.2 1,410.9 93.8 
Canadian Overseas Telecommunication Corporation ee ee 5.0 5D .0 my 
Central Mortgage and Housing Corporation............+.+-: 2, Ver 1 rae 21. 
Eldorado Mining and Refining Limited Jobe tate Meee je ware a8 
Export Credits Insurance Caonporaiiou sn -necties utente: Arca: Re Wi 
Farm Credit Corporation..........-...sesseeseeee cents nees i ee a 
National Capital Commission...........+0+5+0+eeeee erences aay inte a 
National Harbours Board....... Om reac Manse eee Dt oS Zao 
Northern Canada Power Commission.........+++++++++++++: pu ae ‘ 
Polymer Corporation Limited..........-...+0eseee seer eeees : , 
Ber eae ys eMC wilt con ma | amo | 3 
AD starred interesti..eonh cee eh ald caue Miisernethhs Aa age ee - 


Recovery likely to require parliamentary appropriations— 


e 
co onw ee SOO 
ie) OnRFrNw + OF, 


Canadian Broadcasting Corporation iG 5. FAM AEDS eos ae ee 
National Capital Commission—Greenbelt.......+--+++- . elk 
48.7 $1.1 1 
i 1.4 
Other Crown Corporations.......:.0..0e serene terete eee tn es 2.0 
5,007.5 4,584.2 42 
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Canadian National Railways (including Air Canada) 

Outstanding advances to the Canadian National Railways at March 31, 
1965 of $1,434 million were $23 million more than the total of $1,411 million at 
the previous fiscal year-end. 


TABLE 56 
(in millions of dollars) 


Balance at March 31 


ADVANCES TO THE CANADIAN NATIONAL RalLways quer’ 
(estiicated) 1964 decrease (—) 
Capital Revision Act, 1952— 
PTEterred StOCkte. doe cates tree Rn Gee eee eier: 1,020.2 995.5 24.7 
Twenty-year obligation! esascncsen «arene ee eee trae 100.0 100.0 
Kinaneine and Guarantee Acts LOG0i saan nei eee 27.0 27.0 
Hinancing and ‘Guarantee! Act, 19615. es acccss. cc cece cles 1+ 28.4 28.4 
RefundingsAct wl 955: ast eeaactt aa aee eee eet eae 238.0 238.0 
Canadian Government) RailwaysSsw este ee oe eee 17.0 17.0 
AIP Canad ar ce Aaa. eta hat ee re tee rae 3.6 5.0 —1.4 
1,434.2 1,410.9 PB 8} 


During the 1964-65 fiscal year the government made available to the 
company $68 million and received repayments of $45 million. In 1963-64 
comparable amounts were $73 million and $101 million respectively. 


TABLE 57 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
ADVANCES TO, AND REPAYMENTS BY, THE Soon EEEEEEE EER or 
CANADIAN NaTIONnAL Ramways 1965 1964 decrease (—) 
(estimated) 
Advances— 
For interim financing of income deficits— 
CanadianwNationall Railwavse.--.ie access 38.7 43.0 —4.3 
Air Gand a pee vols tyre Pe ae se Bec elses ase ee 4.6 5.0 —0.4 
Motaladvances teeter onc Cit eure cisenae 43.3 48.0 —4.7 
Purchase of 4 per cent preferred stock (C.N.R. Capital 
Revasionene tte] 952) ane eee rere cave ee ees eee 24.7 24.8 —0.1 
68.0 72.8 —4.8 
Repayments— 
Advances for capital and refunding purposes............. —53.7 53.7 
Advances for interim financing of income deficits— 
Canadian National Rall waver... cdins.ide saceenen —38.7 —43.0 4.3 
ATT Gane a yee tans MCP rn fons ain oe eee: —6.0 —4.5 —1.5 
—44.7 —101.2 56.5 
Net increase or decrease (—) during the fiscal year......... Ee —28.4 Obed 


To assist the company to finance further capital expenditure during the 
year, the government purchased $25 million of the 4 per cent preferred stock of 
the company. This stock is issued under the authority of the Canadian National 
Railways Capital Revision Act, 1952, in an amount equal to 3 per cent of the 
gross revenue of the company. 


The government also provided the company with temporary loans of $39 


million in respect of its 1964 income deficit which were repaid when the company’s 
income deficit was charged to 1964-65 budgetary expenditure. 
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At March 31, 1964 temporary loans of $5 million were outstanding to 
Air Canada in respect of its 1964 operations. An additional $1 million was 
advanced during the year for its 1964 operations. These have been repaid by the 
company during 1964-65. However, additional loans of $4 million have been 
made during 1964-65 in respect of the company’s 1965 operations. 


Central Mortgage and Housing Corporation 


The balance of $2,137 million in this account at March 31, 1965 is $221 
million higher than at March 31, 1964, and comprises the Crown’s investment 
of $25 million in the capital of the corporation and $2,112 million in loans and 
advances. 


Loans and advances to the corporation were $321 million in 1964-65 and 
repayments were $100 million. In 1963-64 advances were $199 million and repay- 
ments were $86 million. 


Advances comprise $245 million for direct lending and limited dividend 
housing, $22 million for federal-provincial projects for housing, $32 million 
in respect of municipal sewage treatment and $22 million for university housing. 


Repayments comprise $100 million of which $82 million was for direct 
lending and limited dividend housing, $14 million for housing and $4 million in 
respect of acquisition or construction of real estate. 


TABLE 58 


(in millions of dollars) 


Fiscal year ended 


ADVANCES TO, AND REPAYMENTS BY, CENTRAL March 31 yaaa 
Morteacs AND Housing CoRPORATION 1965 _ sete (el 
(estimated) 
Advances— , 
Direct lending and limited dividend housing............ 244.7 120.0 ce 
Federal-provincial projects—housing..........-++++.+++: 21.7 9.4 Lg 
Municipal sewage treatment.............+eseee eee ences 32.6 ce —15. 
University housing............2-ssceeseees cscs ester nes 22.0 : 
321.0 199.4 1216: 
Repay ments— 2, a ; on agen’ Sat 
Direct lending and limited dividend WOUSINGae desis —82. a ae 
Federal-provincial projects—housing.........++-++++++>- — re uF Gil 1-1 
Municipal sewage treatment..........+---ss0seeeeceeeee as oR ; cae 
University housing)... 2.0 2s 2... eee ce ee eta ies ne Ree st 
Acquisition or construction of reall estatek.f.-t5 chides eer —3. : ‘ 
—100.0 —86.1 —13.9 
221.0 113.3 107.7 


Net increase during the fiscal year.........++++++eeereeeeee: 
ee eS 
Canadian Broadcasting Corporation . ; 

There was no change in the advance for working capital during 1964-65, 
the balance remaining at $3 million at March 81, 1965. 
during the year advances to the corporation for the purpose of 


million. Recovery of these advances is likely to 
tions in subsequent fiscal years. 


However, 
capita! expenditures totalled $14 


require parliamentary appropria 


96408—13 
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Export Credits Insurance Corporation 

The balance of $92 million in this account at March 31, 1965, consisting of 
$5 million in capital stock, $5 million in working capital and $82 million in loans 
under section 2la of the Export Credits Insurance Act, reflects an increase of 
$34 million over the previous fiscal year-end. 


Farm Credit Corporation 

The government provides loans to the corporation which makes loans on 
farm property. The balance of $441 million in the account at March 31, 1965 
consists of the Crown’s investment of $17 million in the capital of the corporation 
and $424 million in loans and advances. At March 31, 1964 the balance was 
$339 million consisting of capital investment of $13 million and loans and ad- 
vances of $326 million. 

The 1964-65 transactions in the account consisted of additional subscrip- 
tions by the government of $4 million to the capital of the corporation, loans and 
advances of $111 million and repayments by the corporation of $13 million. 


The St. Lawrence Seaway Authority 


Outstanding loans in this account amounted to $370 million at March 31, 
1965, an increase of $18 million over the previous year-end balance of $352 
million. No repayments were received in 1964-65. 

Deferred interest decreased to $39 million at March 31, 1965 due to a pay- 
ment of $43 million offset in part by a charge to the account of $18 million in 
respect of the deferment of interest due on December 31, 1964. 


The large repayment of deferred interest was made possible by a payment 
of $27 million by the Minister of Finance to the authority in respect of the 
accumulated deficit of the Welland Canal for the calendar years 1959 to 1964 
which was charged to Department of Transport expenditures in 1964-65 and a 
loan of $13 million, subject to such terms and conditions as the Governor in 
Council may approve. 


National Capital Commission 


Loans to acquire property in the ‘“‘Greenbelt”’ area increased by $3 million 
during the year bringing the balance to $35 million at March 31, 1965. Recovery 
of these loans is likely to require parliamentary appropriations in subsequent 
fiscal years. 

Loans to acquire property excluding the ““Greenbelt’’ area increased by $8 
million to $30 million at March 31, 1965. 


Other Crown Corporations 


Loans to Atomic Energy of Canada Limited increased by $13 million during 
1964-65, loans to the Canadian Overseas Telecommunication Corporation by 
$1 million, loans to the National Harbours Board by $3 million and loans to the 
Northern Canada Power Commission by $6 million. 


Loans to national governments 


A net increase of $11 million in this category during 1964-65 brought total 
balances to $1,207 million at March 31, 1965 from $1,196 million at the previous 
fiscal year-end. 

The Government of the United Kingdom deferred the payment of principal 
and interest due December 31, 1964 on the $1,185 million loan made under the 
$1,250 million credit authorized by the United Kingdom Financial Agreement 
Act, 1946, the principal outstanding at the close of the year remaining at $995 
million and deferred interest increasing by $20 million to $64 million. The 
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deferment of principal and interest was by an agreement between the Govern- 
ment of Canada and the Government of the United Kingdom that was approved 
by a 1957 Act to amend the United Kingdom Financial Agreement Act, 1946. 
The agreement which became effective April 29, 1957, permits the United 
Kingdom in lieu of any right of waiver hitherto existing to defer after December 
31, 1956, seven instalments of principal and interest under certain conditions. 
Interest at 2 per cent is payable on deferred instalments of both principal and 
interest. 

Advances under Part II of the Export Credits Insurance Act to Belgium, 
France and The Netherlands to assist them in the purchasing of goods in Canada 
were reduced by a repayment of $2 million during the fiscal year, bringing the 
balance at March 31, 1965 to $127 million. The decrease of $2 million was 
the regular annual repayment by the Government of Belgium. There were no 
repayments by the Governments of France and The Netherlands as each of these 
countries had made advance payments in 1962-63 covering instalments up to 
and including the 1969 instalment. 

Special loans from Canada to Colombo plan countries to finance the purchase 
of wheat and flour amounted to $12 million at March 31, 1965, a reduction of 
$5 million from the previous fiscal year. 

Loans to India for the purchase in Canada of aircraft and associated spare 
parts, amounting to $9 million at March 31, 1965, were reduced by a payment 
of $1 million during the fiscal year. 


TABLE 59 
(in millions of dollars) 


Balance at March 31 
Loans to NationaL GOVERNMENTS ———__—__—___________———_|_ Increase 
1965 1964 or 
(estimated) decrease (—) 


Loans to United Kingdom— 


ae Uoited angen Financial Agreement Act, 1026 ; seg a sue 
epee S ileeerecesrseereecreee ee | aie 19.6 
eo ee i Ae a 27.7 30.0 2.3 

“1 ov UR prmmina a ele 3 ells ree oli | ot 
126.8 129.1 —2.8 


Special loans to Colombo plan countries to finance the pur- 
chase of wheat and flour from Canada— 


Se i ai Sin, Mech os 0.8 a Ura —0.3 

a Spe Ra ee ee HAL Gh Colt cea’ delice 10.7 15.4 Bs 

EEE CEE alee A a ues 

Miscellaneous loans and advances— : , 
India—loan for purchase in Canada of aircraft and associ- mm Veg 
ated spare parts........... eden snGaree wade ah 9.0 ry 3 

France—interim credit—consolidated interest........... A a 

(Nie Dane we Se Cayce nnn Sab anen Giigese Sp Em cap NOON Etc oe ais aca} 

1, 207.0 Too 11.3 


Other loans and investments eet 

Balances in these accounts totalled $1,160 million at March 31, 1965, a 
decrease of $38 million from the previous fiscal year, . oe 

anada’s subscriptions to the capital of international organizations are 

$8 acre higher due to additional subscriptions of $8 million to the inter- 

national development association. Working capital advances and loans 2 

international organizations are approximately the same as at the previous fisca 


year-end. 


96408—132 
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Loans to provincial governments were reduced by $5 million to $109 million 
at March 31, 1965. The main items making up the reduction are: a decrease of $10 
million in the provincial tax collection agreements account (at March 31, 1968, 
this account reflects a credit balance of $42 million which is recorded in the 
liability category “deposit and trust accounts”); a decrease to $13 millon in 


TABLE 60 
(in millions of dollars) 


Balance at March 31 


Increase 
OrHER LOANS AND INVESTMENTS 9 : or 
(estimated) 1964 ecreasess) 

Subscriptions to capital of, and working capital advances and 

loans to, international organizations— 

Canada’s subscriptions to capital of— 
International bank for reconstruction and develop- 
TIVOT Gers recsverceiecd eet cecachons ool reer seen Te SoeTaV eal cnet arate 80.5 80.5 

International development association............... 40.7 32.8 7.9 

International finance corporation...............-+00: ono Sat 

International monetary 1unden..- seen es socaee 577.3 577.3 
Working capital advances and loans to international 

OLSANIZAtIONS). wdc ee bine eee eeeeieen 8.0 8.0 

710.0 702.1 7.9 
Loans to provincial governments— 
[v3 qt aaa es ae ee Re a ae ean ai neo dee 6.3 6.8 —0.5 
British'Columbia ss aa. sete es ee eee eee 12.5 1525 —3.0 
I hina) Of ene Oke orks on AoiielG oltits HOG enon OMe DE AnSae 11.0 hte @ —0.6 
New Brunswick=-se + ay ae eee ne ne tre eee 39.2 34.4 4.8 
INewiloundland sae kt ee ee en eee ee cae 0.5 0.5 
INOV ADS COURT ert chore ie rote ERT Oe eke HONS LS ean 11.4 ez 4.2 
DAskatchewan sacwsacccc Saar acme tah ce aoe ace tee 28.1 27.2 0.9 
Provincial tax collection agreements account............ 10.4 —10.4 
109.0 113.6 —4.6 
Veterans dandsactadvanceseean caine oie taicren ac cic 255.5 243.3 1252 
Less reserve for conditional benefits—Veterans Land Act, 
OA Oe ERR E so Strate ass dees eaio ad bowen in teen —24.3 —26.3 2.0 
231 .2 817 .0 14.2 
Municipal development and loan board advances............ 9.3 9.3 
Less reserve for forgiveness of indebtedness................. —1.8 —1.8 
7.6 tts 
Miscellaneous— 
Assisted passage scheme (section 69, Immigration Act, 

RES gl 052) ace ae eine See eee’ 1 Ree eee 4.0 200 1.3 
Balances receivable under agreements of sale of Crown 

ASSCUS Sas aeetias oss es IE Chie ene oe: 4.0 6.0 —2.0 
City of Montrea]— 

PAE WE tOR CUM Cl veer wey i a te tepescdeii3 cc Mic nc dehs ee torent 2.0 1.9 0.1 

SS Hav CeMnhds GUINEL: ix sedec oe tie tor eeeatels os rate ga ea eer 120) isk —0.1 
City ‘ofWhitehorse ene ete Cee ose ne ee 2.0 2.0 
Construction of dock and rail facilities for Steep Rock 

[rongMinesaliinaiteds se ae ater ten eo 1.0 153 —0.3 
Crown Assets Disposal Corporation— 

Government equity in agency account.............. 3.0 Dee. —2.2 
Dominion CoaliCompany, Wimitedn,....0-. 02+ ease ae 4.5 5.0 —0.5 
Hamilton Harbour Commissioners.................000. 2.0 1.5 0.5 
Housing projects for Canadian forces..............0.e00: 19.5 17.9 LS6 
Municipal Improvements Assistance Act, 1938........... 1.0 tet —0.1 
New Westminster Harbour Commission................ 1.0 1.5 —0.5 
NorthiwestelervitOnes eisai near oe kes iciee 4.0 a 0.8 
Old age security fund—temporary loans................. 36.0 100.0 — 64.0 
Town of Oromocto Development Corporation........... 1.0 IEP —0.2 
MWukonQerritoryé occ ccc anes otic te ee rae ee eee 4.9 4.2 0.7 
Recovery likely to require parliamentary appropria- 

tions—Town of Oromocto, New Brunswick......... 4.0 Sie 0.3 
Otheryers A kee ees ee a ere, See hed 5.6 1.9 

102.4 165.1 —62.7 
1,160.1 1,197.8 —37.7 
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loans to British Columbia due to a repayment of $3 million by the province; an 
increase to $39 million in loans to New Brunswick due to new loans during the 
year of $9 million partly offset by repayments by the province amounting to $4 
million; and an increase in loans to Nova Scotia to $11 million due to new 
loans during the year of $4 million. 


Advances are made by the government under the Veterans Land Act for 
the acquisition, by the Director, of properties, buildings, materials, live stock, 
farm equipment and commercial fishing equipment for purposes of the act, for 
sale to qualified veterans of world war 2 and Korea under sales agreements which 
carry specified conditional benefits if the terms of such agreements are adhered 
to by the veteran. Advances during 1964-65 of $38 million and repayments of 
$26 million brought outstanding advances at March 31, 1965 to $255 million. This 
is partially offset by a reserve for conditional benefits amounting to $24 million, 
resulting in a balance in this account of $231 million at the year-end. 


Under the Municipal Development and Loan Act, assented to on August 2, 
1963, advances are made to the Municipal Development and Loan Board to 
provide financial assistance by way of loans to municipalities to augment or 
accelerate municipal capital works programs. Where the municipal project in 
respect of which a loan is made is completed on or before March 31, 1966, 
the board shall forgive payment by the municipality of 25 per cent of the principal 
amount of the loan. Ifa project is not completed as at March 31, 1966, the board 
shall forgive 25 per cent of that portion of the loan that has been advanced to the 
municipality as of March 31, 1966. At March 31, 1965 advances totalled $9 
million. These loans are partly offset by a reserve of $2 million for forgiveness of 
indebtedness. 

Miscellaneous loans and investments in the amount of $102 million reflect 
a net decrease of $63 million from the March 31, 1964 total. The decrease is due 
mainly to a reduction of $64 million in temporary loans by the Minister of 
Finance to cover the deficit in the old age security fund. A payment of $500 
thousand due by the Dominion Coal Company Limited on December 31, 1964 
has not been paid and discussions concerning it are proceeding with the company. 


Securities held in trust 

Recorded herein are the security holdings of various deposit and trust 
accounts and annuity, insurance and pension accounts. Bonds and certified 
cheques held in connection with contractors’ securities included in the deposit 
and trust category are also recorded under this heading. The balance at March 
31, 1965 was $39 million, approximately the same as at the previous fiscal 


year-end. 


Deferred charges 

The balance of $215 million in this category at March 31, 1965 was $186 
million less than at March 31, 1964, reflecting a net decrease of $174 million in 
the unamortized portions of actuarial deficiencies in the superannuation accounts 
and a decrease of $12 million in unamortized loan flotation costs. 


Unamortized portions of actuarial deficiencies 

These accounts record the unamortized portions of the actuarial deficiencies 
in the public service, the Canadian forces and the Royal Canadian Mounted 
Police superannuation accounts which are set up as deferred charges. 

During 1964-65 the unamortized portion of the actuarial deficiency in the 
public service superannuation account was increased by $119 million as a result 
of an actuarial evaluation as at December 31, 1962 as calculated by the Depart- 
ment of Insurance and $50 million as a result of salary revisions made in 1963-64 
and 1964-65. However, upon parliamentary approval the unamortized portion 
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at March 31, 1964 of $277 million plus the actuarial evaluation of $119 million 
will be charged to net debt and $10 million, representing one fifth of the $50 
million in respect of salary increases, will be charged to budgetary expenditure. 
These transactions resulted in a net decrease of $237 million bringing the balance 
to $40 million at March 31, 1965. 


During 1964-65 the unamortized portion of the actuarial deficiency in the 
Canadian forces superannuation account was increased by $75 million as a result 
of salary revisions, of which one fifth or $15 million will be charged to budgetary 
expenditure upon parliamentary approval, leaving a balance of $60 million in the 
account at March 31, 1965. 


During 1964-65 the unamortized portion of the actuarial deficiency in the 
Royal Canadian Mounted Police superannuation account was increased by 
$34 million as a result of salary revisions, of which one fifth or $700 thousand will 
be charged to budgetary expenditure upon parliamentary approval, leaving a 
balance of $3 million at March 31, 1965. 


Unamortized loan flotation costs 


This account records the residual balances of discounts, commissions, 
redemption bonuses and conversion premiums on loan flotations that have not 
been charged to budgetary expenditure. The balance at March 31, 1965 of 
$112 million is $12 million less than the previous year-end balance. 


TABLE 61 
(in millions of dollars) 


Fiscal year ended March 31 


UNAMORTIZED LOAN FioraTion Costs 


1965 
(estimated) 1964 ' 


Balance of account at beginning of fiscal year............. cc cece ee ceees 123.7 131.6 


New flotation costs to be amortized— 
Savploam May: 11 964——duly de LoGonee so aciserisesce ects oeiicieca oct 
59 loan) Maye l 1964— July, PalO6Oe oe ree oon cic ncave @<toeh ones eee 
Or7olLoan, Mary sl el0G4=— Mia sl), 1 O90 rac sate scialen toils See tenaletaeeeel 
Sey puloan Oct, 141964 ecasail OG bee mee nent sistas avetstert ain osc nein 
827, loan Octal; 1964—OcuMtysl96 Tian me See bile oles o Mtcediniaties ceekeee 
DY OAnOeCs i OG4--—J un emer Oil enk hor ite oaecier Cuca: Pocncretian aaeree 
Os VouGan tens L960 — May tel o00ut tc steno: crm hee oe rece 
57 loan! Fiebre), 1965—Octslelo73meseee tse hes mice cae ee 
A Gsustmen te) 6 te teh ct chute ctor oc onkarerk oe yavaseta acter a —_ 
STeASULY DUIS ISCOUML 1mm eee oo ee ete ee ce Meta cnendran toes + 
Canada savings bonds—adjustment of previous issues.............. 
Canada savinga DONS New ISSUG! warm ivie noscldunec ee celicleiete nace 
oro loan mune, V963——Julyt O64 ee et eaieteewc Set oro 
5YZdloann thes 06s-—Junecl LOSS) mon cnr me nic briolette 
327 oans@cte 1 al963-—Oct il: GGA weal natsin arate keto 
ALO oan! Octs 1 w19063——ApreatalOoone cere eee een Ne os oe aii: 
Bop doant Octtdls 19638— Octal slOGSh.ar ve detent. chee eta. Eee 
33% loan. Dec. 155 1963—Decedb 1064... serekecuis.« eeiie ts «dae. s 
RC loan Dee! Los t063— ecules GOOG ent .r. ferrari ve neo 
OF LOA eb 41. 1 964——hebmilenOobuneittocee ticct. ohocr. Meteo att. cena 
347) loan Heb. 1, 1964—Pebs die l66 she... c eatece areeeee sl cee. ao 
Aa Noans eb. 1, 1964 Jam ta tl SG 8s. «< ccicnieeria eect viv nates ait a 
bY loan Hebd. 1064—June 1MLOSSMe ce. Motte xc c.xscoveutanseie seach 
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Less— 
Amortization applicable to fiscal year— 
Canada savings bonds and general loans..................-e0ee —37.0 —36. 
Discount on treasury bills charged to interest on public debt...| —13.8 —14. 


te cow 


Increase or decrease (—) during the year............2.cccce csc eee cece: —11.6 —7.9 


Balance of account at end of fiscal year................ccccceeeeccceees 11250 123.7 


© Adjustments due to cancellations, exchanges, conversions and additional issues of existing loans. 


dg (2) 


Cost of new loans issued during 1964-65 and charged to the account amounted 
to $39 million, of which $13 million is in respect of treasury bills discounts 
which will be charged to interest on public debt in 1965-66. Credits to the 
account were $51 million of which $37 million was a charge to the budgetary 
item “annual amortization costs” and $14 million (representing discount ap- 
plicable to 1964-65 on treasury bills sold in 1963-64) was a charge to the budge- 
tary item “interest on public debt’’. 


Suspense accounts 


The only item in this category was the cheque adjustment suspense account 
which reflected unadjusted balances resulting from the reconciliation of payments 
for redemption of paid cheques with the amount of those cheques as subsequently 
determined in adjustment of the outstanding cheque account. The balance 
of $200 thousand will be charged to net debt in 1964-65 upon parliamentary 
approval. 


Capital assets 


Assets of the government such as land, buildings, works and equipment, 
etc., that are charged to budgetary expenditure at the time of acquisition or 
construction, are included in this category and are shown on the statement of 
assets and liabilities at a nominal value of $1. 


Inactive loans and investments 

Loans and investments which are not currently revenue-producing or 
realizable are recorded herein. Included are the loan of $49 million to China 
under the Export Credits Insurance Act, loans of $24 million and $7 million 
made to Roumania and Greece in 1919-20 and 1920-21 respectively and advances 
of $15 million in respect of the implementation of guarantees (Ming Sung 
Industrial Company Limited). 


Reserve for losses on realization of assets 
There was no change in this reserve during the year, the balance at March 31, 
1965 being $546 million, unchanged from the end of the previous fiscal year. 


Net Dest 


The net debt of Canada, or the excess of liabilities over net recorded assets, 
amounted to $15,549 million at March 31, 1965, $479 million higher than at 
March 31, 1964. The increase reflects the estimated 1964-65 budgetary deficit 
of $83 million plus a charge to net debt, upon parliamentary approval, of $277 
million in respect of the unamortized portion of the actuarial deficiency in 
the public service superannuation account and $119 million resulting from 
an actuarial evaluation of the account as at December 31, 1962 as calculated by 


the Department of [nsurance. 
THE CASH POSITION 


The government’s cash account represents balances of current and special 
deposits to the credit of the Receiver General of Canada 1n the Bank of Canada, 
chartered banks in Canada and certain banks in London, Paris and Bonn. 
These balances totalled $678 million at March 31, 1965 compared with $829 
million at March 31, 1964 a decrease of $151 million. 


The cash position of the government is affected not only by budgetary 
transactions but also by changes in the government's unmatured debt and chp 
non-budgetary transactions. Non-budgetary transactions are a ae 
affect the government’s asset and liability accounts and must be taken into 
account when considering the full scope of the government's financial operations 


and their effect on the economy of the country. 
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On the assets side, the non-budgetary transactions consist, for the most 
part, of loans and advances to, and repayments by, Crown corporations and 
other government agencies and funds (including the old age security fund), 
national, provincial and municipal governments, international organizations, 
veterans and other borrowers. On the liability side they relate mainly to 
receipts and payments in connection with the many deposit and trust accounts, 
and annuity, insurance and pension accounts held or administered by the 
government. 


The following statement summarizes both the budgetary and non-budgetary 
transactions for 1964-65 and indicates their effect on the government’s cash 
position. For purposes of comparison the corresponding figures for 1963-64 
are also shown. 


TABLE 62 
(in millions of dollars) 


Fiscal year ended March 31 
CHANGES IN CasH POSITION 


1965 
(estimated ) 1964 
Budgetary transactions— 
1 ye nigcts tb (age en Mr Dai Aires Ot oc in he Pee POR ded Meee oh ning 3 kad 7,136.0 6,253.2 
EX pen chiture a se Set UNcpete, Segticsss he ee acco TC eee eats ake —7,219.0 —6,872.4 
EY <5 che LRN eA et SEES SPP De Neh COIs Dep ERT orn ctesthck cir fe eee ORO MOG O bi4 —83.6 — 619.2 
Non-budgetary transactions (excluding unmatured debt trans- 
actions )— 
Receipts and credits (net)— 
Repayments of loans, investments and advances.............. 114.6 DES 
Annuity, insurance and pension accounts.............+..-s000% 553.0 384.0 
LO) oN es Aaty aehes on ieee te ten heen eRe ren st ES SU I ce ence ety AVI 2 oy uM ARIS rs Ca 187.8 165.2 
855.4 661.7 
Disbursements and charges (net)— 
Moans, imvestim outs ang advances ea. ast oaihise ale erasers —726.0 —89.7 
GOT ee a seer a aed re ae pds ey ocr enc beehauc sce POA Ta eee ST ae —474.0 — 235.3 
—1,200.0 —325.0 
Net amount received from, or required for (—), non-budgetary 
CTANSACHLONSH: Hees NLA erent tae clk «Rilo ee OI RE ots — 344.6 336.7 
Overall cash requirement (—) to be financed by increase in un- 
matured debt or decrease in cash balanees................... —427.6 — 282.5. 
Net increase in unmatured debt outstanding in hamds of the 
public— 
Unmatured debt— 
Gonadal savings DOnds preemies aes chats as sence meat 464.7 510.2 
Market Issiesien: . mene emer eee ee ee ee eee —175.1 214.6 
WMireasiiny: Dilger... peachy eerie merle: Sie Veen gil ee —90.0 65.0 
Special issues to the Unemplovment Insurance Commission... 43 0 —11.5 
242.6 778.8 
Securities investment account were: amenities etree eae 40.0 —66.4 
Sinking findsand other investments....cemeae accesses teen eee —6.0 22.3 
276.6 734.2 
Net increase or decrease (—) in Receiver General bank balances... —151.0 451.7 


In 1964-65 a deficit of $83 million and net requirements of $345 million 
for non-budgetary transactions (excluding unmatured debt transactions) 
resulted in an overall net requirement of $428 million. As outstanding un- 
matured debt increased by $277 million there was a reduction of $151 million 
in Receiver General bank balances. In 1963-64 a budgetary deficit of $619 
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million and non-budgetary net receipts of $337 million (excluding unmatured 
debt transactions) resulted in a net cash requirement of $282 million and as 
outstanding unmatured debt increased by $734 million, Receiver General bank 
balances increased by $452 million. 


Non-budgetary receipts and credits (excluding unmatured debt transactions) 


As shown in the previous table, non-budgetary receipts and credits totalled 
$855 million in 1964-65. Further details are presented in the following table: 


TABLE 63 
(in millions of dollars) 


Fiscal year ended 


March 31 
Non-BUDGETARY Receipts AND Crepits (NET) 
(sins cae 1964 
‘eee t) De ew BO eee Ee eee 
Repayments of loans, investments and advances— 
Agricultural commodities stabilization account.........+++-+++s++eeees 38.0 75.0 
Northern Ontario Pipe Line Crown Corporation...........++++e+eeeee: 110.6 
The St. Lawrence Seaway Authority...........2e cece eee cece eee eeeees 6.4 —24.9 
Old age security fund.........0s.sseeeee eee reser eee enne seer ences ccens 64.0 —58.3 
OTT es oe Picts. oie cl eter cvcrorenanatstahan ch ctstoporarabed raha} aretolePetateteesla Ore tate atetac ts feters 6.2 10.1 
114.6 112.5 
Annuity, insurance and pension accounts— 
Public service superannuation account.........+-s+eserereeseeeeetr eee: 304.3 132.3 
Canadian forces superannuation ACCOUNT.......++. reese reer eres ence ees 218.0 215.7 
Oy Atavus SWE OL aouse noe Dab Hoon ope pecs ul mene ono coUoRT Tun 66 Eagar x'0 x 30.7 36.0 
553.0 $84.0 
Other receipts and credits— 
Outstanding treasury cheques....------sseeececerereesecretetssscesees 20.2 53.3 
Mecouute Day AblOecscwa tama qn- se he ies CE SE Oe ARS * 72.5 75.3 
Provincial tax collection agreements ACCOUNT «.cchid crs ste setae sigeetetetererqelets 52.4 —2.7 
Unamortized loan flotation costs........++--+eceesseeseresresceerccess 11.6 (pelo) 
Interest due and cutatanding. oni cicsooer ce deraes ego ers a tiegete yee 12.1 12.4 
A haront AOCEIOU al onan a eg he Toate ns sine SE Stee pag Sa 19.0 19.0 
187.8 165.2 
855.4 661.7 
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Non-budgetary disbursements and charges (excluding unmatured debt 
transactions) 


As already indicated, non-budgetary disbursements and charges were 
$1,200 million in 1964-65. Further details are presented in the following 
table: 


TABLE 64 


(in millions of dollars) 


Fiscal year ended 


March 31 
Non-BupGetTary DIsBURSEMENTS AND CHARGES (NET) 
(estimated ) 1964 
Loans, investments and advances— 

Atomic, bnereys OL @anade, Mime manasa cleric miei siete inisielereveleler eee etait 13.0 0.4 

Canadians road casuile. COnMorationee seme cere niece eres 14.2 
Canadian National Railways (including Air Canada).................. 2303 —28.4 
Canadian Overseas Telecommunication Corporation................+.- 0.8 6.2 
Central) Mortzagerand *‘Housine Corporabions.... 222-2... sees ee 221.0 113.3 
Expory Credous insurance: COLDOratione yeeros alesis cereale serene 33.8 23.4 
Manik Credits Oorporavionkmswacacusdler soilociscn cecisee elias sata tein: 102.4 69.9 
National: CapitaliComimission sere. ton ster ierear eaters © were Ser eer TDG 12.1 
National Bar boursnbOard setqapcryemtecate cree -cieteri re oeiate ellen arte eee 2.6 5.5 
Northem CanadacPowerWomimissioncp caro aceasta acre staeeieeee: 6.4 3.4 

Columbia ikiver Developments asa ceelee cen neers cerita teats 219.4 
Exchange ft 5 esc xteaa as Bereraate Ooi tras ein oh Reet ee ae ee 20.0 — 135.0 
National sovernments } se.-ee ee aoe see ee ave ioe oat incon 1153 —15.1 
Stockpilingiof uranvum concentratesseen enn cena tee ceee 10 8 13.5 

Subscription to international development association.................- 7.9 
IGOANSSEOHLOVAN COSM Avani, Revere sree otacieies ie er ete Omer Ieee element oe 5.8 —0.5 
Meteransilandtactiad vances tance atest eile teeren econ a cee eee 14.2 21.0 

Municipal developmentiand loaniboard 4.6 sateen ieee 7.5 
726 0 89.7 

Other disbursements and charges— 
Non-interest-bearing notes payable on demand...............00eeceeee 219.1 170.3 
Cashiinghandsiolicollectors*and unetransit. pane enice cer amor eee ae 13.4 2) 
Unamortized portions of actuarial deficiencies— 

Publiciservice superannuation account... ¢.o...s..c0%-+0. oe ccwe reson 159.3 

Canadian forces superannuation account............-.eseeccecceeces 60.0 

Royal Canadian Mounted Police superannuation account........... 2.9 
OGD ORR EE ites. 5 eres sje, ora Baste ornueltraroner er ee ttie ae FIO Aas Gretorin one 19.3 43.5 
474.0 235 8 
1,200 0 325.0 


THE PUBLIC DEBT 


Gross and net debt 


The gross debt of Canada was $26,648 million at March 31, 1965. Un- 
matured debt, including treasury bills, in the amount of $18,983 million accounts 
for approximately 71 per cent of the total. The remaining liabilities, con- 
sisting of current and demand liabilities, deposit and trust accounts, annuity, 
insurance and pension accounts, undisbursed balances of appropriations to 
special accounts, deferred credits and sundry suspense accounts, amount to 
$7,665 million or approximately 29 per cent of the total debt. 


The net debt of Canada in the amount of $15,549 million at March 31, 
1965 was $479 million more than the net debt at March 31, 1964. Total lia- 
bilities of $26,648 million are $724 million higher and net recorded assets of 
$11,099 million are $245 million higher than the March 31, 1964 totals. 
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TABLE 65 


STATEMENT oF Pusuic Dest, UnmMaturmp Dxst, Net Recorpep Assets AND Net Derst 
or CANADA 


(in millions of dollars) 


Gross Public Debt Less Increase 

Kelat March ot ee net Net in net debt 
ae ete Unmatured| Other Total recorded debt during 

debt liabilities ee assets fiscal year 
POG LSet sc oes ace eae 16, 067.9 5,534.9 21, 602.8 9,165.7 12, 487.1 347.9 
IEP e drias 5 cit CREE CRO IO Or 16, 945.7 5,962.1 22,907.8 9,679.7 13, 228.1 791.0 
HOGS: Aerts Gaeri's ss Sou 17, 961.8 6,837.4 24,799.2 10,879.5 13,919.7 691.6 
1964..... oe Vor eo SNCS 18, 740.1 7,183.6 25,923.7 10, 853.6 15,070.1 1,150.4 
1965 (estimated)......... 18, 982.7 7,665.2 26,647.9 11,098.4 15, 549.5 479.4 


ee eee Se ES ee a 


Unmatured debt 


The total unmatured debt of Canada at March 31, 1965 was $18,983 
million, reflecting an increase of $243 million over the previous fiscal year-end 
balance of $18,740 million. 


The government’s holdings of its own securities totalled $65 million at 
March 31, 1965, comprising $59 million in the securities investment account 
(of which $31 million is in respect of the employees instalment purchase plan) 
and $6 million in the sinking fund and other investments account. This is 
a decrease of $14 million from the previous year-end figure when holdings were 
$99 million in the securities investment account (of which $31 million was in 
respect of the employees instalment purchase plan). 


Of the total unmatured debt, $18,607 million or approximately 98 per cent 
is payable in Canada and $376 million in New York. Securities payable in New 
York have been valued at the official parity rate of $1 U.S. = $1.08108 Canadian. 


GROSS AND NET DEBT NET DEBT AS AT MARCH 31 
Billions of Dollars Billions of Dollars 
Fiscal Years Ended March 31 5] 
fetes 
I5 aR! 
Red RY 
Sees bed 
Sotee met 
Loe nt 
RXX] scot ae 
Rod otc (EE Cotes 
Rox fetes ME nate 
GROSS DEBT RO <x ee KX] 
4 RS] BS ae 
Kx 57 ee K 
RSe8e <2] Ree Bey 
Rood Post ele 4 
bese “a4 eed Be 
Sl RS RORY 
10 sc soe 1 fe —10 
RS] BS is 
PSs woe 
< Px 
wee x 
ee ese 
Be OB 
Kod 
ee Bx 
. 
5 3 
IS6I 62 63 64 65* 1961 62 64 


Estimated 
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TABLE 66 
(in millions of dollars) 


Fiscal year ended March 31 
UNMATURED Dist TRANSACTIONS 


(estimated ) 1964 
Balancevat beginning OfsyCarsccrs scree ae reer eerie arisen ceisimtriets aotel cere 18,740 17, 962 
New issues— 
For cash— 

Canadaxsavanesi ponds SeRlesels ain s cere acrr-arcireaeeietein tere ne 103 

Canada savings DOndseenonmlocse ter mt catia etnies 103 1,097 

Canadasavinges bondsiseries 10u(neb)iras. + ees. lea ce cei 1,012 

Marketable ib ond Steen cee ttcte ae runerih cece nee tes Greet oe ote 1,975 es 

Non-marketable bonds (Unemployment Insurance Commission) 87 66 

Wieelklyatreasumy spills) (net) oytee sda. eeeepek a. by. cnetieeine + 10 65 

8,187 3,056 
By renewals and conversions— 
Mian lcetia bleilbo Onc sivas aerrnanta ete tere eerie ices ele creseaaas era eee anaietone 250 266 
A OtalinewrlsSUOsece aoa sok cysts t ed aes ares ine k eae ea re oreeeeae 3,437 3,022 
Less— 
Matured ‘marketable jbondsrre.cncac ao: cnnehyial tinhe ne Coes —1,850 —1,511 
Redeemed non-marketable bonds (Unemployment Insurance Com- 

TMISSTOM) spree iy vcs seven ca 6 MSW SRR ee eee Ce at ae —44 —77 
Cony.ersiOus; ocr eedos oolniicn Omar OR ee ace ARTO eae —250 — 266 
Canada savings bonds redeemed or matured..................000- — 650 — 690 
One-Veartneasunys DUS, free. ome PRG reyes oat aie hice a boca BER —100 

— 2,894 —2,544 
Unmatured marketable bonds (purchased and cancelled).......... —300 
—3,194 —2,544 
Increase inwunmaagured. Ce btey. satni cst ts su areaindaicossis A ciaaye.ecarseamaie eee 243 778 
Balancesatyen dual y cate -otie coi Siccsel os oahere a rolithe Maravan eae toeaenereccree 18,983 18,740 


Summary of security issues and maturities, redemptions, conversions and cancel- 
lations 


During the year ended March 31, 1965 the government issued securities 
payable in Canada in the principal amount of $3,437 million (excluding the 
refunding of treasury bills which mature weekly). 


Securities payable in Canada amounting to $3,194 million matured, were 
redeemed or cancelled during the year. 


During 1964-65 net sales of Canada savings bonds series 19 were $1,012 
million and additional sales of Canada savings bonds series 18 were $103 million. 
Redemptions prior to maturity of series 8 to 18 amounted to $650 million. The 
net increase for all series was $465 million and the amount outstanding for all 
series at March 31, 1965 was $5,557 million. 


Treasury bills outstanding at March 31, 1965 in the amount of $2,140 
million consisted of $1,360 million in three-month bills and $780 million in six- 
month bills. 
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TABLE 67 


Dest Matursep, REDEEMED OR CANCELLED DURING THE FiscaL YEAR ENDED Marca 31, 1965 (estimated) 


— Matured Redeemed Cancelled Total 
$ $ $ $ 
One-veardreasuny billsae wy ana.cee weeiente nese 100, 000, 000 100,000,0 

ART Ee NG te MR RY bos tan 360,000, 000 360; 000: 000 
Leow LOS sOiks wanes. Sets ete ee rine eres ae 175,000,000 175,000,000 
34% LO GISCS F505 EF. PRE ce ct tahe-eeteort ste «roe 250,000,000 250,000, 000 
Seo} 10 08= O8 assaite sh arnt cult @ roe art eto 185,000,000 185,000, 000 
0 1961-64 Cuenta nO ani 240,000,000 240,000,000 
Sh pr 969-64 nda dancer ean en ont 225,000,000 225,000,000 
32% 9G 2G Ds ee cpetecoerste- carers cecas hab feeerkane ats 350, 000, 000 350,000, 000 
347 P9G4=85 Soci hin ers « w wwle bass oT 65,000,000 65,000, 000 
32% 1958-65 Re ee en ae NS on er (550, 000, 000 550,000, 000 
Canada savings bonds §.8-18.............. 649, 840,300 649, 840,300 

Unemployment Insurance Commission nbd 

(non-marketable bonds)— 

Cs 5 Oe I! SO coches Aa 43,000, 000 43,000, 000 
Uae Seco ak Coe Ie OO RIE AS cree OIA 1, 500, 000 1,500,000 


1,950,000,000 | 694,340,300 | 550,000,000 | 3,194,340, 300 


Pee ee aes ee ee ee ee ee ee 
(2)$300,000,000 purchased and subsequently cancelled; $250,000,000 exchanged for 1964-69, 5% loan and 
subsequently cancelled. 


TABLE 68 


New Sxcurities Issuprp Durinec YEAR Enprep Marce 31, 1965 (estimated) 


a el 
————— SS 5 SSS 


Tarts Issue Wield-at Total amount Amount 
5 price to : d issued 
Lbacts) government HES for cash 
$ per cent $ $ 
Marketable bonds— 
oun duewuly 1.1960 savos-c aoe cere 98.90 4,47 200, 000, 000 200,000, 000 
Woanidue July 15 1965349, «cee cys cece ee 99.25 4,27 200, 000, 000 200, 000,000 
AfOAnGueUlyal 1 GOO Oy geerer ee erie 99.75 5.05 (325,000,000 75,000,000 
iioanidue May, 191990 of osc ieee 98 . 63 5.35 75,000, 000 75,000,000 
isoanidue May 1, 199015 +9. ra. ceetetere eet: 99.25 5.30 50,000, 000 50,000, 000 
Doandue, Dec. 1 1965°3495..- 2 ass 98.85 4.52 200, 000, 000 200,000, 000 
foanducwMec. 1) 1960, 0s0ore- pate ee 99.20 4.33 125,000,000 125,000,000 
Moanidue Oct. 1, 1967 o1¢o0cs- sess cee 97.25 4.74 75,000,000 75,000,000 
oanmdue duno) (97 Oona case eer 100.00 5.00 350,000, 000 350,000, 000 
Loan due May 1, 1966 33%............-+- 99.20 4.16 175,000,000 175,000, 000 
HroaniduelOcu in lous ov aor eect 100.00 5.00 275,000, 000 275,000,000 
Loan due Dec. 15, 1966 44%........-.-+:- 99.65 4,64 50,000, 000 50,000, 000 
Hoaniduer Oct. i, L968 0 yore cme el eiepiat le 100.00 5.00 125,000,000 125,000,000 
Non-marketable bonds— vag 
Unemployment Insurance Commission 
PEE cceip ts Hoot CONS SIN AC OE PON 100.00 4.50 43,000, 000 43,000,000 
Unemployment Insurance Commission 
ESR cso bcieito My eM R SOND BREE AS ROS AC 100.00 4.62 44,500,000 44,500,000 
Canada savings bonds Nov. 1, 1963-Nov. 
1, 1975 44-54% S.18..............- oe 100.00 (2)5.03 102,463, 150 102,463,150 
anada savings bonds Nov. 1, 1964-Nov. 
ei 1974 14-54% S!0) (net) eaaaeereecteeenn 100.00 (2)5 00 1,012,000,000 | 1,012,000,000 
Weekly treasury bills (net).......-.--.+++> various various 10,000,000 10,000, 000 


3,436, 963,150 | 3,186,963,150 


() $250,000,000 issued in exchange for 1958-65, 32% loan. 
(2) If held to maturity. 


Interest rates . 

The average interest rate on the government’s unmatured debt did not 
vary to any great extent in 1964-65. It was 4.32 per cent at March 31, 1965 
compared with 4.22 per cent at the end of the previous fiscal year. 
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The yield on three-month treasury bills at tender on March 25, 1964 was 
3.88 per cent. On June 11, 1964 it had dropped to a low of 3.53 per cent and on 
November 26, 1964 it had risen to a high of 3.87 per cent and was 3.62 per cent 
on March 25, 1965. 

The yield on six-month treasury bills at tender on March 25, 1964 was 
4.04 per cent. On June 11, 1964 it had dropped to a low for the year of 3.69 
per cent, on November 26, 1964 it had risen to a high of 4.06 per cent and was 
3.73 per cent on March 25, 1965. 

The following table shows the high and low yields together with the yield 
on the latest issue of three-month and six-month bills for the fiscal years 1960-61 


to 1964-65 inclusive: 
TABLE 69 


Treasury Bit YIELDS aT TENDER 


Fiscal year ended March 31 High Low Last issue 
per cent per cent per cent 

Three-month bills— 

LQG Leeceactersbspseeeahetecctetanchctocaroes Rene R Rea heer Ae nek: some Home te avan hii ot ke zeae 3.95 1.68 Seal 

AOG2) 3.250: tel ity, ate o.c PRS Ie OO = be ae be See ade 8.34 2.26 3.12 

ICUS RP rs Aap dene Mp ered. (2 wr aM ae ANT AT eb ott eh Ree ted a 5.51 3.04 3.62 

CLG GA cor ere Mic 00 = Pegs ee Tee te eee ener Tt en rere eae 3.90 3.19 3.88 

1965. hs Se OS a a oe ee ce cae 3.87 Siete} (03.62 
Six-month bills— 

OGTR Frat pa Nyce tentest Laat NU hcUNEY eet sete Pilot tay etme eeteetay are recat 4.07 1.99 Srol 
CS Gad ee ek niet RR RE r= eR eR age cere! EGS ee creche Sere 3.49 2253) 3.29 
OGRE Ea Serene erect ie ear ee ene A Sreerices eke Mcteracrtes etee 5.74 3.19 3.74 
TOGA ir cis be wc cny eco ch et he ea cy AGL RO edad ied oe 4.06 neh 4.04 
NO GB te poe Aencmee ears Nath MRO TRV Ee CePA ero aterm 4.06 3.69 (3.73 


@) At tender on March 25, 1965. 


AVERAGE INTEREST RATE ON UNMATURED DEBT 
As At March 31 


Per Cent 


1930 1935 1940 1945 1950 1955 1960 i965" 


Indirect debt or contingent liabilities 


In addition to the direct debt set out in the statement of assets and liabilities, 
the government has assumed certain indirect or contingent obligations. These 
consist of securities of the Canadian National Railways, guaranteed as to prin- 
cipal and interest, and a number of miscellaneous guarantees, the chief of which 
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are the guarantee of insured loans made by chartered banks and other approved 
lending institutions under the National Housing Act, 1954, deposits maintained 
by the chartered banks in the Bank of Canada, bank advances to the Canadian 
Wheat Board, advances under the Export Credits Insurance Act and bank 
loans under the Farm Improvement Loans Act. 


The government’s liability under its guarantee of loans under the National 
Housing Act, 1954 was $4,200 million at December 31, 1964 compared with 
$4,499 million at December 31, 1963. 


TABLE 70 


Summary or Inprrect Dest or ContinGcent Liasiities (estimated) 


Amount of 
Amount 
— guarantee : 
authorized outstanding 
ms et $ $ 
Railway securities guaranteed as to principal and interest“)— 
. Canadian National 3% due January 3, 1966.................... 35,000,000 35,000,000 
2. Canadian National 22% due January 2, 1967.................-. 50,000, 000 50,000, 000 
3. Canadian National 447) diuexA pried, 1967... cscs oo cic e vera 72,300,000 72,300, 000 
A, Canaaiany National 5%, aque May 15; L968. oo. gives lec ees seein 55,800, 000 55,800, 000 
5. Canadian National 24% due September 15, 1969............... 70,000, 000 70,000, 000 
6. Canadian National 2?% due January 16, 1971.................. 40,000,000 40,000,000 
7, Canadian National 54% due December 15, 1971................ 190,561, 500 190,561, 500 
8. Canadian National 32% due February 1, 1974.................. 200,000, 000 200, 000, 000 
9, Canadian National 22% due June 15, 1975, U.S. $6,000,000...... 6, 486, 480 6,486, 480 
1OeeCanadrans Nationals? iduer May, 155 19 licen ects dieters ster 84,150, 000 84, 150, 000 
11. Canadian National 4% due February 1, 1981..................- 300, 000, 000 300, 000, 000 
12. Canadian National 52% due January 1, 1985................... 99,500, 000 99, 500, 000 
13. Canadian National 5% due October 1, 1987..................-- 164,500,000 164, 500, 000 


1,368, 297,980 1,368, 297, 980 


Other outstanding guarantees and contingent liabilities— 
14. Deposits maintained by the chartered banks in the Bank of 


GEC Ge, nT ek 2 piers Amn trenha nat En oso PencoK Unstated 875, 834, 213 
15. Loans made by lenders under Part IV of the National Housing 

Act, 1954, for home extensions and improvements™........ 25,000,000 15,863,475 
16. Insured loans made by approved lenders under the National 

Eligusina Ac GOS AC) en arena ce ccc lten ta col terrae ae 6, 000, 000, 000 4,200,000, 000 


17. Liability for insurance and guarantees and other commitments 
with respect to long-term financing under sections 21 and 


21A of the Export Credits Insurance Act™................ 1,000,000, 000 466, 656, 836 
18. Loans made by chartered banks under the Farm Improvement 

IOC ORG) Ae Ae Ne Nhe pantie nop macsmauateta mI se 86,400, 000 70,900, 000 
19. Loans made by chartered banks under the Veterans’ Business 

and Professional Loans Act. ..........0cese eee eee e eens 15, 000 15,000 
20. Loans made by chartered banks and credit unions under the 

Fisheries Improvement Loans Act®.............-++ 2-55: 2,700,000 200, 000 
21. Loans made by chartered banks under the Small Businesses 

IRGC Wo eo eu BE Wb ann alinite Geo u a0 dbo oton acin ire OOK 37,400, 000 9,600,000 
92. Loans made by chartered banks under the Canada Student 

TOT Rie CA es ieee Nien ora Orr, Snobs eo ag ocd Oon 40,000, 000 21,000,000 
93. Loans made by chartered banks to the Canadian Wheat 

[otay- tas OUR BOs Ar on ococ aa care ep oromaato avoomHaon lt 416, 000, 000 49,800,000 


5,709, 869, 524 


24. Loans maintained by approved lending institutions under 


National Housing Acts prior to 1954 Act...............- 55 Unstated Indeterminate 
25. Guarantees to owners of returns from moderate rental housing ; 
DEQJOOUBO), coc ces oe cone ie eweitle ne on ae aareiainis eee SR Unstated Indeterminate 


hoe 1 i ee eS 


As at December 31, ae 
@)Ag at February 10, 1965. ; } : 
()Ag reported (in accordance with Sec. 45, National Housing Regulations) by approved lenders at 


D ber 31, 1964. Se ae ‘ 
eke at December 31, 1964. Includes contingent liability in respect of alternative payments to non- 


rticipating provinces. ; , ¥ 
-g (OPunds saline $3,901,429 are held by Central Mortgage and Housing Corporation for the purpose 


of settling claims. In 1964 rental guarantee contracts totalled $14,629,600. 
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SUPPLEMENTARY DETAILED TABLES 
REVENUE 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS 


UNMATURED DEBT 
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STATEMENT OF REVENUE FOR THE LAST FIVE FISCAL YEARS 
(in millions of dollars) 


; 1964-65 
— 1960-61 1961-62 | 1962-63 1963-64 (estimated) 
$ $ $ $ $ 
Tax REVENUE 
Income tax— 
B eey acto) a1: Meo pom En A OUR an Pee ern Tilly cat LAS leona ka 4400 |e COD aE 2,108.0 
GOrpO ns bIOM Dian peer meren ice ccuree tr cra re een D276n6) | 202 0Nde (S208 le laa! O 1,510.0 
On dividends, interest, etc., going abroad.... 88.2 PES 129.2 124.5 144.0 
8,076.0 8,107.0 3,056.6 8,248.6 8,762.0 
Excise taxes— 
Sales ttas (OR es yaa acstdiiterase tates cevrentar 720.6 759.7 806.0 946.1 1,193.0 
Other excise taxes— 
ATIC MO Wileg eee ve hee noite ee erreee eee 59.6 Dbae (3) (3) (3) 
Cigarettes, tobacco and cigars............. 1938.47 207.6 217.8 226.9 220.0 
nlGetrie power exports memesced essen 1.6 TO) 0.5 0.1 (3) 
Jewellery, watches, ornaments, etc......... 5.9 5.6 5.8 6.4 6.6 
Matches and lighters: £2.2. 06.4. -be= Soe 0.8 1.1 2 1.3 1.2 
Television sets, radios, tubes and phono- 

TOD INS. «sat Ce pine R AT iso eR OEE 15.9 18.4 19.9 22.0 2855 
Rowlepprepanvavlonew.nere ey ake oeicine se sees 8.4 9.4 10.2 ied 12.5 
NID O (Toye nie ROR Deen © On aay cee eon ee © Bio Pit Sal 3.8 4.1 
SUM ryAC OMMNIOGIGLES = ac.. ite ee ciseretervern: 1.1 tel ils ie 1.4 
Enterestand penae1es) 2.40 selec «es era shore 0.8 OFF 0.5 0.8 1.0 
FE SSETOLUN Sita SA ane eee ie cee —0.3 —11.0 —0.4 —0.3 —0.3 

290.7 262.6 260.4 273.4 270.0 
Customs amportidutiestesn in cnieneciemise cic 498.7 534.5 645.0 581.4 617.0 
Excise duties— 
Spiritswee vee biacoatin aatnmteert es cae 108.5 114.1 12261 129.4 135.0 
ISOC erie ea che pate os eae late et Moka te ete hae 91.0 92.7 98.2 102.9 106.0 
Cigarettes, tobacco and cigars............... 149.6 160.5 166.5 165.7 171.0 
IRICEN COS RetC Hates oc ene eer She Renee @) (3) (8) (3) (3) 
WGESS NEMIN CSR ne sel isha ined LOD ee TCE —4.2 —4,5 —4.9 —4,7 —6.0 
844.9 362.8 881.9 893.3 406.0 
ISH AUORU a Rie tar eemeatepere seocrscavans sees mesa men = cae (484.9 (34.6 (87.1 90.6 89.7 
Miscellaneous tax revenue...................06- (3) 0.1 (3) 0.1 0.3 
Motaletaxwevenue...ces sede ece eer OROLS Sm eeO onl OO TeOlmOOoosO 6,338.0 
Non-Tax REVENUE 
ReturnionunvestmMentsea..eesence .< ces accle sent 283.8 307.5 311.9 366.4 414.0 
Post office—net postal revenue................ 173.6 183.7 192.8 200.7 234.0 
OSC ere eet et oe Aa moos eta ee 144.5 127.2 137.0 152.6 150.0 
Total non-tax revenue.......:....... 601.9 618.4 641.7 719.7 798.0 
Rotalrey.enuceect.. ster ene By Olide 1) 20,729.65 |) Os o1bae | (0, 25a02 7,136.0 
() Excluding tax credited to the old age security fund— 
1960-61 1961-62 1962-63 1963-64 Ree 

Personal income GER. aire on Neer 229.4 259.0 213.7 302.6 432.0 

Corporation income tax................ 103.5 100.1 115;2 LBs 143.0 

ALG CAX a OL acheyik ata tn echeertao ee 270.2 284.9 302.2 331.8 378.0 


®) Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
(3) Less than $50,000. 


) Includes duties levied under the Dominion Succession Duty Act. 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 


AGRICULTURE— 
Administration and general............ 
Agricultural commodities stabilization 
account—net operating loss.......... 
Agricultural products board account— 
NECt_OPCLALIN LOSS rae wets aires ates < 
Board of Grain Commissioners........ 
Farm Credit Corporation—net opera- 
BITC” LOSS. ae fcc sexs acts A eee Sen easi ese be are 
Prairie farm emergency fund—deficit.. 
Production and marketing... 
Contributions to Alberta, "Saskatch- 
ewan and Manitoba—unharvested 
CrODS Hie eer ee teres 
Payments to western grain producers 
Rehabilitation and reclamation proj- 
OCUS dete behaniccs = Saks Rees eee ae 


BoarD or BRoapcast GOVERNORS....... 


CANADIAN BROADCASTING CORPORATION— 
Grants toward the net operating and 
capital requirements of the radio 
broadcasting and television services 
International Services qn. iceeeice cc 


CANADIAN CoRPORATION FOR THE 1967 
WORtD EXIBIMON etc e es co ie elsm ele 


Crentrat MorrGace AND Houstne Cor- 
PORATION oh Petes issue ehee see ep ees 


OFFICE OF THE CuHreF ELECTORAL OFFICER. 


CITIZENSHIP AND IMMIGRATION— 
Administration and general............ 
TmimMigralon wee ose wee ee ee 
Indian afiainsem,..cccted- hme oe skies 


Civi, SERVICE COMMISSION...........++- 


DEFENCE PRoDUCTION— 
Defence expenditures............+-0++5 
Non-defence expenditures...........++- 


Economic Councin or CANADA..........> 
EmEeRGENCY MgasuRES ORGANIZATION... 


EXTERNAL AFFAIRS— 
Administration and general............ 
Wixterual BITS. v5. ascites er ecko 
Representation abroad...........-.-.- 


FinaNcp— 
Administration and general........-... 
Office of the Comptroller of the Treas- 
WE 2: ccd ee I es 
rete to municipalities in lieu of taxes 
on federal property..3...<-...<.s.se- 
Grants towniversities,:.o.87..---..5 a 


1960-61 


64. 


— 
Co OO 


66. 


Go Ww 
(=e 


be 
Se? 
no So FPN E> 


iw) 
Qe o 


1961-62 


1962-63 


1963-64 


_ 
a 
oO 


Roe 
mor 69 8D 
DD Aw 


Ou 


1964-65 
(estimated) 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


eS 1960-61 1961-62 1962-63 1963-64 1964-65 


(estimated) 
$ $ $ $ $ 
Finance—Concluded 
Public service superannuation account— 
Government’s contribution.......... 41.4 46.9 51.1 54.0 55.6 
Amortization of deferred charges.... 10.0 
Payments to provinces— 
Statutory SUbSICICS, s26 2) secs sk 20.7 23-0 23.0 23.6 23.6 
Tax-sharing arrangements, 1956 act.. 504.9 503.3 
Fiscal arrangements, 1961 act........ 241.8 220.9 olla 
Transfer of certain public utility tax 
TOCOID See connie rete ethers ar cee be 4.2 6.4 10.0 9.8 10.6 
Crown Corporations (Provincial 
MaxessandsHees)) Actas: cena. 1h 3.8 
Transitional grant to Newfoundland. 0.3 
Additional grants to Newfoundland. Ube 8.0 
Public debt charges— 
Interest on public debt.............. 756.7 802.9 881.6 954.5 1,008.0 
Cost of issuing new loans and annual 
amortization of bond discounts and 
COMMISSIONS ecaepthas -lon gute ow eile 40.2 35.3 34.6 38.2 38.9 
Servicing of public debt............. 0.7 0.8 1.6 1.0 1h8 
1,460.0 1,612.0 1,354.8 1,406.4 1,574.0 
HISHE RIBS: Seeoer i siersick Cais a sene st Soaigieks 19.2 Zonk 23.3 23.7 26.0 
Forrestry— 
Administration and general........... 10.3 14.8 16.2 18.5 20.5 
Freight assistance and grain storage 
COBUS AMM e yo oct cnet oie cio Sa cies 19.2 Weo 14.4 18.7 19.5 
Rehabilitation and reclamation proj- 
CCHS MY: ci dieocpreere ciel aaeneie pavers tts 125 1.0 1%2 4.6 10.0 
31.0 Sore 31.8 41.8 50.0 
GovERNOR GENERAL AND LIEUTENANT- 
GOVERNORS saiccce, onload vatecciswwin ia inners 0.4 0.5 0.5 0.5 0.7 
Inpustry— 
Welence: saccu wae cachiereciea eee oo eee 2.9 4.4 8.0 19.0 20.0 
INon=defence ease. tein tee csvearore see 0.1 0.1 0.4 On7. SPs 
3.0 4.6 8.4 19.7 23.2 
NS URUAIN CH Raye myetesernistar svar aogier ees 153 1.4 1.4 1.4 1.5 
JusTicE— 
Administration and general............ 8.1 8.8 9.1 10.6 11.5 
Correctional services.............s000: 19.6 23.8 25.4 27.8 39.5 
Patents, copyrights and trade marks. . 27 2.8 2.5 2.6 3.0 
80.4 86.4 87.0 41.0 54.0 
Lasour— 
Administration and general............ 15.6 31.6 34.9 35.9 63.0 
Technical and vocational training as- 
sistance payments to provinces...... 8.5 35.7 208.0 136.4 105.0 
Unemployment Insurance Commis- 
810n— 
Administration and general.......... 42.1 46.0 48.1 48.8 54.0 
Government's contribution.......... don L 55.6 O10 59.3 62.0 
121.3 168.9 848.3 280.4 284.0 
LEGISLATION— 
House of Commons. .2+s-262-. 02. see 6.3 6.2 5.9 10.1 a0 
Mibrary OL barliamenta.s-ceas cece ee 0.3 0.3 0.4 0.3 0.4 
oLcdsTER SCRE Pe pe ts Neier ey OE SR ne 8 1.9 1.9 1.8 20 2.6 
8.6 8.4 8.1 12.9 14.0 
MINES AND TECHNICAL SURVEYS— 
Administration and general............ 27.7 35.3 35.5 Oo 38.2 
DomintonsCoal Board s....000..etoe 19.3 19.9 20.4 20.6 2302 
Emergency gold mining assistance.... 12) 1 12.4 is 15:0 15.6 
69.1 67.6 Chet 67.8 eee 


NatTIoNaL CaprraL COMMISSION.......... 6.3 8.7 13.0 12.2 9.9 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 
(in millions of dollars) 
—ooooaemRaan=»aqoqQoqqqooooooooooooooooooooqoqoqQqQaoeeeeeeeeeeeeeeeeeee_eeeeeee 


= 1960-61 1961-62 1962-63 1963-64 1964-65 


(estimated) 
$ $ $ $ $ 
Nationa, Drrence— 
Defence forces, army, naval and air 
Services a. Asc ets ee ee 1,406.0 1,502.8 1,483.9 1,458.8 1,369.0 
Defence research and development.. 41.9 40.4 41.1 46.1 57.0 
Canadian forces superannuation ac- 
count— 
Government’s contribution.......... 40.5 56.0 58.1 59.7 59.0 
Special government contribution..... 76.5 
Amortization of deferred charges.... 15.0 
Mutual aid to NATO countries........ 14.6 Lee 25.0 28.9 27.0 
Pensions—payments under Defence 
Services Pension Act..%...........+. 6.7 das eo 7.9 8.0 
ther .\.oc' 5 Sees ee Ne ce ee 5.6 5.4 Bao 520 4.0 
1,615.3 1,623.0 These 1,683.5 1,639.0 
NATIONAT Hine BOAR Dee eee on aes 4.9 al 5.6 5.8 6.4 
NatIonaL GALLERY OF CANADA.......... 0.9 1.0 120 ise Hes 


NationaL HeattH AND WELFARE— 
Administration and general............ Hews 1.8 1.9 2.0 2.3 
Health services— 
General health grants and hospital 
CONSLEUCHIONTOTANUSt eae. c.scice og ule 48.0 49.0 50.3 53.0 57.5 
Government’s contributions under 
the Hospital Insurance and Diag- 


nostic Services Act................ 189.4 283.9 336.7 392.2 430.0 
Oi NSS eet alee eee Mints Uh, A: < RICHER ad 5.6 6.3 6.6 6.9 6.8 

Welfare services— 

Hamiuly allowancesesd.sascse ence: 506.2 520.8 531.6 538.3 546.2 
MWouthrallowances®..<:1. Mita ect nae 27.2 
Fitness and amateur sport payments 0.2 1.1 1.6 3.0 

Old age assistance, blind persons and 
disabled persons allowances....... oles 51.4 62.7 64.4 74.1 
Unemployment assistance........... 51.5 92.0 96.5 107.4 111.0 
Other Soe a ton trciscrs Mice ono 3.3 3.4 4.1 Deo 
Medical servaGes...c.. 6s) Mivie nes sec cgek 26.8 Pasha 28.9 30.6 33.2 
Food and drug services...............- 2.4 285 2.8 3.4 4.4 
886.2 1,039.3 11226 1,203.9 1,301.0 

NationaL Research Councint, INcLUD- 

ING THE MrepicaL ReskaARCH COUNCIL. . 34.4 38.8 40.6 47.3 57.0 
Nationa, REVENUE............ Wicca : 73.4 75.3 78.6 | 83.0 87.0 
NortHERN AFFAIRS AND NaTionaL Rs- 

SOURCES. 1 Peon oc oe cedottetre sens tek 70.8 78.4 86.4 (ihe: 85.0 
Posi Orvicwy. ce oe oe oe ae cena 178.4 185.0 189.4 206.9 211.0 
Privy Councit, including Prime Min- 

Isteris. OLiCGte tet. a Ae oar 1.3 325 2.1 2.9 4.5 
Pusuic ARCHIVES AND NaTIoNnAL LIBRARY 0.8 1.0 ile! ea iba 
Pusuic PRINTING AND STATIONER Y— 

Publvestionsteee state. rece e eaten tes 1.4 1.9 2.0 BW 2.8 
Pusuic WorKs— 

Administration and general............ 23.6 UW ajeds: nates 17.7 25.6 

Accommodation services............+- 81.7 81.4 (ALA 74.3 85.1 

Harbours and rivers engineering serv- 

TO Clin a he ota eit nseneg Nea ae ach gabon 36.9 35.8 29.4 23.6 28.2 

Trans-Canada highway contributions. 48.7 41.6 33.0 39.2 74.1 

190.9 174.8 149.7 164.8 218.0 
Orrice OF THE REPRESENTATION Com- a Pe 


MISBIONER ...cccvcesvacsccneeesesecoces 


Royat CANADIAN MouNTED Pouice...... 56.0 60.5 65.4 66.9 75.0 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) 


1964-65 
aoe 1960-61 1961-62 1962-63 1963-64 (estimated) 
$ $ $ $ $ 
SHCROTARY OF STATI! | cecal ocele sees c mer 3.0 3.2 4.8 7.6 22.3 
TRADE AND COMMERCE— 
Administration and general............ 12.3 14.9 14.5 16.1 18.8 
Assistance re storage costs of grain.... 48.2 48.8 obee 39.6 34.0 
Canadian government travel bureau... Pap fh 3.0 3.4 3.9 5.0 
Dominion Bureau of Statistics........ 10.4 24.6 11.9 1253 13.5 
National Energy Board............... 0.4 0.4 0.5 0.6 0.7 
74.0 9157 66.6 72.6 72.0 
TRANSPORT— 
Administration and general............ 2.6 5.8 5.9 4.7 5.6 
Auy Services So. «cn skiaute as one ae 133.9 150.0 136.9 uPAlEa| 136.0 
Canadian Maritime Commission....... 6.9 10.2 31.0 49.8 41.2 
Marine servicesse..scacbin teatro se nase 49.1 48.6 57.8 64.1 64.0 
Non-active assets— 
National Harbours Board........... 0.6 4.9 See 0.3 8.2 
Railway and steamship services....... 5.0 4.6 14.6 30.2 36.8 
Maritime Freight Rates Act........ 14.1 PAG 12.9 13.4 15.1 
Deficits— 
Canadian National Railways...... 67.5 67.3 48.9 43.0 38.7 
Newfoundland ferry and terminals 5.4 7.8 8.2 8.6 11.0 
Prince Edward Island car ferry 
and termimals.....s09 acs eee 2.6 3.0 3.3 Seo 4.1 
Yarmouth—Bar MHarbour ferry 
BOEVICO sn cto: cote cern deseo eae 0.1 0.1 0.2 0.2 0.3 
Board of Transport Commissioners.... 1.2 13 3 1.4 1 
Freight Rates Reduction Act........ 20.4 19.0 20.6 
Payments to the railways for the 
maintenance of the rates of A 
freightitratiCs.,..a0t sees oceans 50.0 50.0 68.1 70.4 
Maintenance of trackage............. 7.0 7.0 7.0 0 7.0 
Contributions to the railway grade 
GLOSS PH UN Ges sat tse eee ae 15.0 10.0 5.8 Sel 5.1 
Air Canada—deheit:. 2-6 faceha ses: cae e 2.6 6.5 ono 
Canals and works entrusted to The St. 
Lawrence Seaway Authority........ 2.4 2.6 2.9 3.0 30.0 
836.4 410.4 416.0 423.8 4765.0 
VETERANS AFFAIRS— 
Administration and general............ 10.2 10.4 10.3 10.0 10.4 
PENSIONS S.A tee ois ork asc seed 150.7 177.9 175.9 173.2 179.3 
Provision for reserve for conditional 
IDCNOHIES bthch yee cc creas ee 3.4 3a5 one 3.2 Shai! 
Soldier settlement and veterans land 
BGUS oc cerceesramersc sce cresten proms seren rer jaa 4.6 4.6 4.5 4.5 
‘Dreatment Servicess....4.cucties «.\: «seat 50.1 48.1 46.4 46.4 48.7 
Welfare services, allowances and other 
CTO TGS, tate te os cial beet cae cee LOBE 88.9 95.2 96.4 107.0 
292.8 333.2 835.6 Soar 858.0 
Totat EXPENDITURE............ 5,958.1 6,520.6 6,570.3 6,872.4 7,219.0 


Less than $50,000. 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE 
FISCAL YEARS 


(in millions of dollars) 


oe 1960-61 | 1961-62 | 1962-63 | 1963-64 | , 1964 65 


(estimated) 
$ $ $ $ $ 
Loans to, and investments in, Crown corpo- 

rations— 

INT AMGEN VSG ve con et rh soe ces Prencke, aie Bee erie aA oe 0.2 —0.4 0.4 —1.4 
Atomic Energy of Canada Limited............ 1.5 4.9 —12.5 0.4 13.0 
Canadian Broadcasting Corporation........... 3.0 142 
Canadian Commercial Corporation............ 1.0 3.0 —0.5 —4.0 

Canadian National Railways................-- —116.5 W453 274.7 —28.8 24.7 
Canadian National (West Indies) Steamships 

Jig enbyrXs hegre cPoe ASRS Ae, Hee erence teraction —1.0 —0.7 —0.6 
Canadian Overseas Telecommunication Cor- 

MOMS TION Seem ee aerate ce tice picks cae remo 9.1 6.2 11.4 6.2 0.8 
Central Mortgage and Housing Corporation.. 192.0 190.3 101.8 113.3 221.0 
Export Credits Insurance Corporation.......... 5.2 19.6 23.4 33.8 
[divas (Sigexelits, Olorq gol seals) Noocaneensoae name doe coc 40.1 54.2 59.0 69.9 102.4 
National Capital Commission................. 7.4 6.2 9.4 1201 11.6 
NationalselanbOUrsibOard +. .10. (tei st< male ers 11.4 6.0 13.8 5.5 2.6 
Northern Canada Power Commission.......... 0.9 —0.3 —7.2 3.4 6.4 
Northern Ontario Pipe Line Crown Corporation ee, —4.7 —8.4 —110.6 
The St. Lawrence Seaway Authority.......... 24.0 (028.3 ()22.7 ()24,9 ()—6,4 
CUO N ren Ce errs cloth selicegord cd tiaiateiome ayy 0.1 0.6 

176.6 871 .1 482 .8 116.1 423 
Loans to national governments— 
United Kingdom— 
The United Kingdom Financial Agreement 
JN orn BOE hee re Woah tetas Greco cin cic RDS OI —16.7 —17.1 —17.5 —17.8 (2)19,6 
Export Credits Insurance Act.................. —15.2 —15.3 —105.9 —2.3 —2.3 


Special loans to Colombo plan countries to 
finance the purchase of wheat and flour from 
WAAC Bete ere Tota ee ee ae eect —3.5 —5.0 —5.0 —5.0 —5.0 
Loan to India for the purchase in Canada of 
aircraft and associated spare parts and equip- 
FOIYS Wheges GAOT AHS CHE ROD CACO oH COE CIC 10.0 —1.0 
Otherto camer eeee eitta ns Wires waape Fie cesta —0.9 —1.0 —0.6 
—86.3 —38 .4 —129 .0 —15.1 11.8 


Other loans and investments— 
Subscriptions to capital of, working capital 
advances and loans to, international organ- 


izations— 
Canada’s subscription to capital of— 
International monetary fund............... 15.0 21.0 12.6 
International bank for reconstruction and 
Gevelopment Ma: cctaeis peeled eielssc clare Aer 2.8 6.8 
International development association..... 8.5 7.9 8.5 7.9 7.9 
Working capital advances and loans to inter- 
National OTPaniZAvIONS, .. a. asau aecenace ce « —0.3 —0.1 6.2 0.2 
Loans to provincial governments.............-- -—1.1 —0.5 5.8 —0.5 5.8 
Provincial tax collection agreements—advances 13.1 —2.7 —10.4 
Balances receivable under agreements of sale 
Ol Crowil Ascethnn cere abet reloe tea syers <0 00 —3.9 —1.5 —2.3 —2.3 —2.0 
Housing projects for Canadian forces........... 0.1 1.9 6.1 5.4 1.6 
Municipal development and loan board........ 7.5 
Oldtagewecurit yalin darern. ec eer aueriseerct —10.7 —17.3 41.7 58.3 —64.0 
Unemployment Insurance Commission......... 67.0 — 67.0 
Veterans land act advances..........s.+.e00e 14.5 Des 18.6 21.0 14.2 
OTOL ice eee Mee hehe nora ahaa routetoete Ons Basti —0.3 —0.2 bers 
92.2 —41.8 116.8 87.1 —87.7 
Net total of changes in loans and investments.. 232.4 290.9 470.6 188.1 396.9 


a 


() Includes deferred interest. 
(2) Deferred interest. 
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1965 
AND THE ANNUAL INTEREST THEREON (estimated) 


ae Date of Rate Amount Annual 
maturity per cent of loan interest 
$ $ 
Payable in Canada— 

Loan Of 1962 varcctaec cee eit AT 15 | 1965 Apr. 1 4} 110, 000, 000 4, 675, 000 
oan ond Garena. seacidecnneome rere CT 2 Apr. il 44 90, 000, 000 3,825, 000 
Hoan Of L064 ta ee ee eee CF 10 July 1 34 400,000,000 | 14,000,000 
Conversion loanyl 958 aneesestidatecs A 2, Sept. 1 33 449 890, 600 16, 870, 898 
Canada savings bonds 1953........... Sao Nov. 1 33 45,349, 000 1,700, 588 
GaN Ole LOGE nahin Meer eee ete oes CT 13 Dec. 1 34 325,000,000 | 11,375,000 
Moan of 1963s.chorc-m tte. © cetera ae AT 19] 1966 Feb. 1 34 225,000, 000 7,875, 000 
Joan Ot P9648 sic wah pe cee c eat CLRei Feb. 1 34 105, 000, 000 3, 675, 000 
Moanor L96bake aaa vere eee ee a 16 May 1 34 175, 000, 000 6, 125,000 
Ninth victory loan..:...:....+-0.++4- 7 Sept. 1 3 245, 202, 200 7,356, 066 
Canada savings bonds 1954........... 3 9 Nov. 1 3t ()28,178, 000 915, 785 
Woan.ot 106i) ccsgemeeece onset AT 6 Dee. 15 43 175, 000, 000 7,875, 000 
Oantot UG6Smuaici-oe ei oo ie alee Gin) Dec. 15 43 125, 000, 000 5, 625, 000 
PON Ol LOOT sey cc ene teeta sc ste hate aeretanre AT 9 | 1967 June i 4} 275,000, 000 11, 687, 500 
TEGAN ON HOGL cates. eee Ric ee eee tees AT 12 Oct. 1 33 100, 000, 000 3, 750, 000 
oan OL JOGA mes. Caetano seen CT 14 Oct. iI 33 75, 000, 000 2,812,500 
Canada savings bonds 1955........... Sa Lo Nov. 1 3t (1126, 946, 000 875, 745 
NSOaM OPUO OD Mitr. sve cvetne a tise cierto AT 11 | 1968 Jan. 15 44 250,000,000 | 10,625,000 
JOAN IOL LOGE sate he oe etn a eels che as CT 48 Jan. 15 4i 130,000, 000 5, 525, 000 
Refunding loan! 950. see ae ae eee ache Peo June 15 22 308, 581, 000 8, 485,977 
WoantorlOG3r nk smitten ates hoe te etre CY 33 Oct. 1 5 441,000,000 | 22,050,000 
Canada savings bonds 1959........... Sop Nov. 1 5 ()914,953,000 | 45,747,650 
MORN OULOOOR tren teat tee ee eae nes rer T 39} 1969 Apr. 1 54 80, 000, 000 4,400, 000 
LOamOnlOoo rere eet en oe eee AT 16 Apr. 1 54 100, 000, 000 5, 500, 000 
Canada savings bonds 1956........... S fat May 1 4 48,341, 000 1, 933, 640 
Loancot LOG es Se eee a bre Cr ny July 1 5 325,000,000 | 16,250,000 
OaMOoRnOBl eee coe oes koe ete AT 13 Oct. 1 53 80, 000, 000 4,400, 000 
OANTOL LOD Seip cca teenth actors TT) 24.1970 May =i 34 200, 000, 000 7,000,000 
Canada savings bonds 1957........... S 12 Nov. 1 43 (1)389, 142, 000 18, 484, 245 
Canada savings bonds 1960........... Sapo Nov. 1 5 414,231,000 | 20,711,550 
TLoan*ot 164... Seen ea bee ce oe CT 15 | 1971 June 1 5 350,000,000 | 17,500,000 
Canada savings bonds 1961........... S 16 Nov. 1 44 (342,962,000 | 15,438,290 
Conversion loan! 1958....4.2.4.2ck- sel 28) | 19ia2 sSeptn 4 1, 267,203,100 | 53,856, 132 
MOAN OL NOBON gm Meee iar Tteiets CT 17 | 1973 Oct. 1 5 275,000,000 | 13,750,000 
Canada savings bonds 1958........... 8 3 Nov 1 44 109,312, 000 4, 645, 760 
Canada savings bonds 1964........... S 19] 1974 Nov. 1 44 (1,012,000,000 | 45,540,000 
IUfornioy IOUS ote oanmowh eabewo sobe t ae T 36 | 1975 Oct 1 54 310,361,000 | 17,069,855 
Canada savings bonds 1963........... S 18 Nov. 1 43 (940,000,000 | 42,300,000 
hOan OL eho GOMer sk aaese ae se aes eeet ees T 388 | 1976 Apr. 1 54 436,198,000 | 23,990,890 
MMOANTOL MO DAE: oc Sees eee ret EEN one Avy abl June 1 3t 247, 046, 500 8,029,011 
Canada savings bonds 1962........... Siz Nov. 1 43 (D1, 285,586,000 | 57,849,120 
oantorlossrand 1958-7... oc.ceb sree nes T) 5 | 1978\ Vans a5 32 207,911, 500 7,796, 681 
MoOantat monies 2s wee tends s totebA a lce T 1381 1979 Oct. 1 aT 343,246,500 | 11,155,511 
GA KON MOOD nthe as Som. arth ee myened ees AT 14 | 1980 Aug. 1 53 120, 000, 000 6, 600, 000 
Conversion loam L9bsia ene. see eee ee: T 29 | 1983 Sept u 44 1,992,679, 450 89, 670, 575 
NG ax: alae) v4 CTR ase mri ee eta any a ae a AT 21 | 1988 June il 5 100, 000, 000 5, 000, 000 
Gan OL UOGd ween Meee epee erent CT 9 June 1 5 50, 000, 000 2, 500, 000 
Hoan OthO 64a...) ee met coe amt CT 12 | 1990 May 1 5t 125, 000, 000 6, 562, 500 
Conversion loam 1956......2..ch «+. cee T 15} 1998 Mar. 15 32 197, 045, 000 7,389, 188 
Hoantot WsGau... cane eee its ae Nee P 1/4] Perpetual 3 55, 000, 000 1, 650, 000 
Three-month treasury bills...3.............. (2)3 62 1,360, 000, 000 51, 109, 850 
SixX-MONGHRUTEASUTY DIS. a ateore ie es cies (23.78 780, 000, 000 30, 327,000 
Special non-marketable bonds (U.I.C.)...... 43 43,000, 000 1,988,750 

18, 606,314,850 | 803,846, 257 

Payable in New York— 

TO an OL NORD ars tie the cere te, Nerd tte aks ote Ate ear 1974 Sept. 1 23 (3165, 087, 502 1,789, 906 
oan of MOb0R s-seb th huge cee nies cskemnee 1975 Sept. 15 23 (3)41, 047,527 1,128,807 
THOamiGl OG ns, neue ee ee Ome ee <a ph ae 1987 Oct. 15 5 (3)270, 270,000 | 18,513,500 


376,405,029 | 16,432,213 
18, 982,719,879 | 820,278,470 


Nore—The interest shown is a projection for one year at the annual rates on principal amounts outstanding 
at March 31, 1965. Where various rates of interest are applicable during the term of a loan the interest 
rate in effect at March 31, 1965 has been used. 

® Estimated. 
(2) Rate of discount at tender on March 25, 1965. 
(3) Conversion rate $1 U.S.=$1.08108 Canadian. 


